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Department  of  Public  Welfare 

Commonwealth  of  Massachusetts 

Michael  S)  Dukakis,   Governor 


Your  Department  of 
Public  Welfare 


180  Tremont  Street 

Boston,  Massachusetts   02111 


Charles  M  Atkins,  Commissioner 


TO:    Philip  W.  Johnston,  Secretary 

Executive  Office  of  Human  Services 

FROM:     Charles  M.  Atkins,  Commissione/^j^W 
Department  of  Public  Welfare     ^\J 

ATE:     February  23,  1988 

RE:     Expanding    Opportunity:       The    Governor's    FY89    Budget    Request    (H.1)    for    the 
Department  of  Public  Welfare 


L    Executive  Summary 

The    f  Y89    budget   request    for    the   Department    of  Public  Welfare,    submitted   by 

the    Governor,    reflects    the    continued    commitment,  begun    more    than    four   years 

ago,    to    extend    to    every    client    we    serve    the  opportunity    to    become    self- 
sufficient  and  to  permanently  get  off  of  welfare. 

For     FY89    the    Governor's    budget    request    expands    opportunities    for    clients 
through  the  following  initiatives: 

o  Continuing  to  provide  a  route  out  of  poverty  through  ET  for  an 
additional  14.000  welfare  recipients.  The  FY89  ET  agenda  includes: 
ensuring  that  ET  participants  are  trained  in  skills  and  occupations  that 
will  enable  them  to  participate  fully  in  the  Massachusetts  economy  by 
providing  more  skills  training  programs  in  health  care,  the  building 
trades,  and  the  construction  industries;  continuing  to  target  hard-to- 
serve  populations,  in  particular  Hispanics  and  clients  who  have  been  on 
the  caseload  two  years  or  longer;  and  ensuring  that  clients  are  able  to 
participate  in  ET  through  -an  expansion  of  the  voucher  day  care  system. 

o  Combining  ET  wages  with  adequate  child  support  payments  to  enable 
clients  to  get  off  of  welfare.  Through  the  joint  efforts  of  the 
Departments  of  Welfare  and  Revenue,  assisting  7,600  clients  in 
permanently  getting  out  of  poverty  and  off  of  welfare  by  combining 
wages  from  an  ET  job  with  adequate  child  support  payments. 

o    A  5.5%  increase  in  AFDC  and   GR   grant  levels.  The  Governor's  budget 

request    continues   efforts   begun   in   FY84   to   close  the   poverty  gap  which 

was  created  between   1978  and   1982  when  inflation  increased  more  rapidly 

than    benefits.       Since    FY84,    AFDC   benefits    have  increased    47%.       The 
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proposed    5.5%    increase    will    mean    that    from    FY84    to    FY89,    AFDC 
benefits  will  have  ru=eti  54%  while  inflation  increased  by  29%. 

o  Preventing  homeless  before  it  occurs  through  the  expansion  and 
reorientation  of  the  Department's  homelessness  activities.  The 
Governor's  budget  request  supports  a  major  Homeless  Prevention 
Initiative  which  is  designed  to  prevent  homelessness  by  relying  more  on 
up-front  services  such  as  Emergency  Assistance  and  a  limited  rent 
subsidy,  and  less  upon  back-end  remedies  such  as  hotels,  motels,  and 
shelters. 

o  Continuing  and  expanding  services  that  assist  homeless  clients,  including 
expanded  housing  search  capacity,  15  additional  homeless  shelters  and  10 
transitional  living  programs. 

o  Implementing  fully  in  FY89  a  case  management  system  in  the  local 
offices  by  continuing  to  automate  the  field  operation  and  through  the 
elimination  of  separate  intake  and  on-going  workers.  Clients  will  be 
assigned  to  one  worker  at  the  time  of  application  who  will  maintain  the 
case  and  provide  all  services  and  benefits  as  long  as  the  client  remains 
on  the  caseload.  Four  key  services  in  addition  to  eligibility 
determination/redetermination,  will  be  offered  through  this  new  case 
management  system:  ET,  Child  Support,  Health  Choices,  and  Housing 
Search  Assistance 

o  Making  available  to  elderly  clients  alternatives  to  institutional  placement 
through  the  introduction  and  implementation  of  the  Elderly  Choices 
program,  which  will  coordinate  existing  services  to  help  frail  elders 
remain  in  their  homes,  assure  the  appropriate  level  and  quality  of 
institutional  care,  and  make  care  more  affordable  for  both  clients  and 
the  Department. 

o  Continues  to  support  expanded  access  to  high  quality  health  services 
through  the  Health  Choices  program,  Kaileigh  Mulligan  Home  Care  for 
Disabled  Children  program,  and  an  increase  in  the  Medicaid  eligibility 
standards.  Since  FY83,  the  Medicaid  income  standard  for  individuals  has 
increased  from  21%  below  the  poverty  line  to  2%  above  k. 


EL    Major  Initiatives 

The  most  important  aspects  of  the  Governor's  proposal  (H-l)  are: 

o  Providing  alternatives  to  poverty  by  extending  the  same  opportunities 
to  welfare  clients  as  are  available  to  other  citizens  in  the  state's  strong 
economy.  The  FY89  budget  request  would  enable  14,000  additional 
clients  to  join  the  more  than  45,000  AFDC  and  GR  recipients  already 
placed  into  jobs  since  the  Employment  and  Training  (ET)  Choices 
program  began  in  October  of  1983.  Clients  obtaining  full-time  jobs 
through  the  ET  program  receive  average  starting  salaries  of  about 
$13,500  per  year,  almost  double  the  maximum  welfare  cash  grant.  Since 
ET    began    in    1983,    the    AFDC    caseload    has    declined    5%,    while    the 
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average  length  of  stay  on  welfare  is  down  25%.  The  number  of  families 
on  AFDC  for  five  or  more  years  has  declined  by  almost  one-third  since 
ET     sgan. 

Ensuring  that  women  wirfr  ynnny  chjldrr.n  are  able  to  participate  in  ET. 
The  Administration's  FY89  budget  request  makes  it  possible  for  women 
with  young  children  to  participate  in  the  ET  program  through  the 
expansion  of  the  Voucher  Day  Care  program.  The  H.l  request  would 
make  available  an  additional  2,800  day  care  slots. 

A  5.5%  increase  in  AFDC  and  GR  grant  levels.  The  proposed  increase 
will  continue  the  Administration's  efforts  to  close  the  poverty  gap  that 
was  created  between  1978  and  1982  when  increases  in  benefits  were  less 
than  half  the  increase  in  inflation.  In  FY79  benefits  were  99%  of  the 
federal  poverty  line.  Between  FY80  and  FY83,  benefit  increases  failed 
to  keep  pace  with  inflation,  declining  to  79%  of  the  poverty  level  As 
the  chart  below  shows,  since  FY84  increases  in  inflation  totalled  29%, 
while  benefits  will  have  increased  by  54%.  As  a  result,  benefits  are 
currently  93%  of  the  poverty  level. 


INFLATION  V.  AFDC  BENEFIT  INCREASES 
FY80  -  FY89  (PROJECTED) 
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o  Expanded  initiatives  to  prevent  and  alleviate  homelessness.  The 
Administration's  budget  request  proposes  to  expand  and  refocus  the 
Commonwealth's  homeless  service  system  by  relying  less  on  expensive 
"back-end"  solutions  to  the  homeless  problem  such  as  hotels  and  motels, 
focusing  instead  on  early  intervention  and  prevention  initiatives 
including  landlord/tenant  mediation,  Emergency  Assistance,  and  social 
services.  Additionally,  the  Governor's  request  (H.l)  proposes  the 
creation  of  a  new  limited  rent  subsidy  that  will  be  available  to  eligible 
families  that  are  in  imminent  danger  of  becoming  homeless. 

Before  describing  these  and  other  proposed  initiatives  in  detail,  I  want  to  take 
this  opportunity  to  provide  you  with  an  update  on  agency  performance  over 
the  last  five  years. 


m.  Agency  Performance.  1983-1988 

When   the   Dukakis    administration    took   office   in    1983,   the   Welfare   Department 

—  the  single  largest  agency  in  state  government  accounting  for  more  than 
26%  of  total  stale  expenditures  —  faced  a  host  of  problems.  Of  the  numerous 
problems  facing  the  Department,  the  most  profound  stemmed  from  the  fact  that 
the  Department  offered  clients  few  if  any  alternatives  to  poverty.  In  1982, 
clients  had  been  forced  to  participate  in  "workfare"  programs  with  inadequate 
grant  levels.  From  1978  to  1982  as  grant  levels  declined  as  a  percentage  of 
the  federal  poverty  fine,  the  belief  among  welfare  recipients  that  they  could 
become  self-sufficient  all  but  eroded.  Perhaps  even  worse,  compassion  for 
both  workers  and  clients  was  sorely  absent. 

On  the  management  side,  prior  to  1983,  Department  performance  in  managing 
the  delivery  of  services  and  benefits  to  clients  was  equally  poor.  Due  in  part 
to  the  scarcity  of  resources,  but  also  to  the  absence  of  clearly  defined  goals 
and  objectives  and  the  lack  of  a  formal  accountability  system  for  senior 
managers,  the  Department's  central  office  did  not  provide  the  needed  support 
and  leadership  for  agency  operations.  Local  office  operations  —  the  core 
responsibility    of   the   agency   as   well   as   the   Department's   direct    link   to   clients 

—  received  inadequate  support.  Key  management  problems  five  years  ago 
included: 

o  in  1983  the  AFDC  error  rate  was  the  third  highest  in  the  country— 
nearly  12%  —  and  was  on  the  rise. 

o  in  1983  there  was  no  automated  Medicaid  claims  processing  system 
though  the  Department  had  twice  tried,  unsuccessfully,  to  implement  one. 
Massachusetts,  and  one  other  state  (Maryland),  were  liable  for  serious 
financial  penalties  imposed  by  the  Congress  for  failing  to  have  developed 
a  Medicaid  Management  Information  System. 

o  in  1983  physicians  were  refusing  to  enroll  as  providers  in  the  Medicaid 
program,  thus  limiting  client  access  to  quality  health  care,  because  of 
the  excessive  amount  of  time  it  took  to  get  reimbursed  through  the 
manual    payment    system,    the    endless    number    of    forms    and    paperwork 
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required,    and    the    fact    that    reimbursement    rates    were    set    at    artificially 
low  levels  and  had  not  been  increased  significantly  since  1973. 

o  the  homeless  problem  in  the  Commonwealth  was  not  being  attended  to  in 
that  the  Department  funded  a  total  of  only  fw£  homeless  shelters  for 
individuals  statewide,  and  none  for  families. 

o  two  of  the  divisions  responsible  for  generating  revenue  —  Finance  and 
Child  Support  —  had  stopped  bringing  in  new  collections,  and  from  FY82 
to  FY83,  Finance  collections  had  actually  declined  by  $1  million. 

Additionally,  it  took  up  to  nine  months  on  average  to  fill  a  personnel  vacancy 
in  the  Department,  and  on  any  given  day  more  than  300  positions  were  vacant 
across  the  agency,  causing  field  staff  to  have  to  carry  more  cases  than  was 
manageable.  Consequently,  turnover  among  the  direct  service  staff  was  high- 
-  as  high  as  25%  in  some  of  the  larger  offices  where  caseloads  were  highest. 
Additionally,  the  working  conditions  in  most  welfare  offices  had  been  allowed 
to  deteriorate  which  showed  little  respect  or  compassion  for  either  clients  or 
workers.  These  problems,  and  others,  contributed  to  poor  performance  and 
deteriorating  labor-management  relations. 

I  believe  that  agency  performance  since  1983  has  improved  significantly  thanks 
to  the  dedication  and  hard  work  of  our  5,000  staff,  and  the  continued  support 
of  your  office,  the  Executive  Office  for  Administrative  and  Finance,  and  the 
Legislature.  Performance  against  the  agency  goals  which  we  set  for  ourselves 
is  strong: 

o  All  of  the  Department's  error  rates  are  now  at  or  under  the  federal 
target  levels; 

o    Client  benefits  are  up  significantly  over  FY83  levels; 

o  The  ET  program  is  making  available  for  clients  real  alternatives  to 
welfare  with  jobs  paying  almost  twice  the  average  welfare  grant; 

o  A  shelter  bed  is  available  to  every  homeless  person  in  the 
Commonwealth;  and 

o  Clients  today  have  better  access  to  quality  health  care  —  a  recently 
released  nationwide  study  by  the  Public  Citizen  Health  Research  Group 
ranked  the  Massachusetts  Medicaid  program  fourth  best  in  the  nation 
based  on  criteria  such  as  eligibility  standards,  availability  of  services, 
and  quality  of  care. 

On  the  management  side,  performance,  both  in  the  local  offices  and  in  the 
central  office  is  strong: 

o  In  FFY86,  the  Commonwealth  had  the  highest  child  support  collection 
rate  in  the  nation,  acquiring  payments  on  behalf  of  40%  of  the  almost 
122,000  child  support  cases,  of  which  about  two-thirds  are  current  or 
former  AFDC  families. 


o  Morale  is  much  improved  among  our  workers  as  measured  by  the  fact 
that  turnover  is  down  to  7%  to  8%. 

In    addition    to    increasing   benefits    and    improving    services,    the    Department    has 
made  a  number  of  very  significant  management  improvements,  most  notably. 

o  designing  and  implementing  the  ET  program  which  has  placed  to  date 
more  than  45,000  AFDC  and  GR  clients  into  jobs,  and  serves  as  a  model 
"welfare  to  work"  program  nationally.  National  welfare  reform 
legislation,  currently  pending  in  the  U.S.  Congress,  has  incorporated 
many  of  the  ideas  of  the  Massachusetts  ET  program  into  proposals  for  a 
national  employment  and  training  program. 

o  successfully  developing  a  Medicaid  Management  Information  System 
(MMIS)  which  now  processes  95%  of  all  Medicaid  claims  submitted 
within  21  days  (faster  than  Blue  Cross/Blue  Shield) 

o  through  Health  Choices,  improving  access  for  more  than  25,000  Medicaid 
clients  to  quality,  cost-effective  managed  health  care  through  community 
health  centers  and  HMOs.  Every  HMO  in  the  state  is  now  available  for 
Medicaid  clients.  The  Public  Citizen  Health  Research  Group,  a  national 
consumer  advocacy  organization,  using  such  criteria  as  availability  of 
services  and  quality  of  care,  ranked  the  Massachusetts  Medicaid  program 
fourth  best  in  the  nation. 

o  funding  a  network  of  more  than  80  homeless  shelters  across  the  state 
enabling  Massachusetts  to  be  able  to  offer  shelter  to  every  homeless 
family  in  the  state. 

o  increasing  the  number  of  direct  service  workers  in  the  local  offices  to 
reduce  caseloads  to  more  manageable  levels,  from  the  FY83  caseload 
average  of  220:1  to  the  current  statewide  average  of  140:1.  This  has 
enabled  us  to  reduce  substantially  the  agency's  error  rates  —  in  AFDC 
and  Medicaid  the  current  error  rates  are  2.9%  and  1.0%,  respectively, 
down  from  their  FY83  levels  of  11.6%  and  6.6%.  By  maintaining  the 
AFDC  and  Medicaid  error  rates  below  the  federal  sanction  levels  of  3%, 
Massachusetts  is  avoiding  some  $50  million  is  potential  error  rate 
sanctions  each  year.  In  FY88,  for  the  first  time  in  the  agency's  history, 
the  state  Food  Stamp  error  rate  reached  an  all  time  low  of  5%,  which  is 
the  federal  sanction  level. 

o  providing  employee  services  and  a  comprehensive  awards  program  to 
improve  morale,  especially  among  the  direct  service  field  staff.  The  best 
measure  of  this  is  that  turnover  among  the  direct  service  staff  has 
declined  from  25%  in  FY83  to  7%  to  8%  today,  enabling  the  agency  to 
maintain  a  trained,  qualified  workforce  and  providing  an  incentive  for 
outstanding  performance  in  meeting  agency  goals.  This  awards  program 
includes  an  annual  awards  ceremony  at  which  every  local  office  which 
meets  or  exceeds  their  ET  goals  is  presented  an  award  from  the 
Governor. 
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o  implementing  in  the  local  offices  a  system  of  case  management  to 
provide  clients  with  a  comprehensive  set  of  benefits  and  services  —  ET, 
Health  Choices,  assistance  with  Child  Support  —  designed  to  assist  them 
in  getting  out  of  poverty  and  off  of  welfare. 

o  increasing  savings  and  revenue  by  almost  $500  million  over  FY83  levels. 
Contributing  to  this  growth,  for  example,  are  Third  Party  liability  (TPL) 
savings  in  the  Medicaid  division  which  have  increased  from  $1.9  million 
in  FY83  to  $303  million  in  FY87,  and  Medicaid  savings  through  vendor 
audits  which  increased  by  more  than  400%  from  $2.6  million  in  FY83  to 
$132  million  in  FY87. 

o    helping   Massachusetts   to   rank   first   in   the   nation  in  FFY86  in  terms  of 

child    support    collections.       The    Commonwealth  collected    child    support 

from    40%    of    the    nearly    122,000    child    support  cases,    of   which    nearly 
81,000  were  current  or  former  AFDC  cases. 

Your  support,  the  committed  effort  of  our  employees,  and  assistance  from  the 
legislature  and  from  other  agencies  in  state  government,  helped  make  the 
agency's  accomplishments  possible.  The  following  chart  shows  performance  in 
FY83  and  FY88  on  a  number  of  key  agency  goals: 
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For  families  who  have  been  on  AFDC  before,  changes  in  family  status  and 
composition,  and  not  the  economy,  are  the  most  significant  changes  forcing 
households'  to  apply  for  AFDC.  59%  of  families  coming  onto  AFDC  for  the 
first  time  do  so  because  of  separation,  divorce,  or  the  birth  of  a  child. 
Only  15%  of  those  coming  onto  AFDC  did  so  because  the  head  of 
household  either  lost  a  job  or  had  reduced  earnings. 


WHY  NEW  FAMILIES  COME  ON  AFDC 


Pregnancy — 36* 
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For  families  who  are  coming  onto  AFDC  for  the  first  time,  child  support  is 
especially  critical.  For  these  families,  the  Department  works  aggressively 
with  the  Department  of  Revenue  to  ensure  that  child  support  orders  are 
established  in  amounts  sufficient,  when  combined  with  wages  through  ET,  to 
enable  the  client  to  leave  the  caseload. 


In   contrast,   almost   a   third   of  all   families   returning  to   the  AFDC  caseload 
cite  job-related  factors  as  their  reason  for  needing  AFDC  again. 


Specific    successes    in    which    all    of    us    can    take    pride    in    having    helped    to 
accomplish  include: 

A.  Providing  since  ET  began  in  October  10^  nwe  than  45.000  AFDC  and  GR 
recipients  with  jobs  as  an  alternative  to  continuing  to  I've  in  poverty 
through  the  ET  program  —  more  than  70%  of  these  clients  are  off  of 
welfare. 

B.  Reducing  the  average  length  of  stav  on  AFDC  through  ET  and  other 
support  services,  by  a  full  9  months,  or  25%  from  37  months  in  October 
1983  to  28  months  in  FY88. 

C.  Clients  on  AFDC  five  years  or  more  down  over  25%  —  the  number  of  AFDC 
clients  who  have  been  on  the  caseload  continuously  for  five  years  or  more 
has  dropped  from  almost  21,000  in  October  1983  to  14,000  in  December  1987 
—  a  decrease  of  over  32%  since  ET  began. 

D.  Reducing  the  number  of  two  parent  households  on  AFDC  —  the  number  of 
two  parent  families  on  the  AFDC  caseload  is  down  significantly,  from  2,836 
in  October  of  1983  to  1,025  in  December  of  1987,  a  decrease  of  64%. 

E.  Helping  families  become  self-sufficient  through  a  combination  of  Child 
Support  and  ET  —  about  half  of  the  cases  which  come  onto  AFDC  in  a 
year  are  new  cases,  while  the  remaining  half  have  used  welfare  in  the  past. 
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For  families  who  have  returned  to  AFDC  for  economic  and  job-related 
reasons,  education,  skills  training,  and  job  placement,  together  with  the 
critical  supports  of  day  care  and  health  benefits  are  key  ways  to  ensure 
lasting  independence  from  welfare  and  poverty. 

F.  Increasing  AFDC  benefits  47%  since  FY84.  Beginning  in  FY84,  in  an 
attempt  to  close  the  poverty  gap  which  was  created  when  benefits  failed  to 
keep  pace  with  inflation  between  FY80  and  FY83,  benefits  have  been 
increased  47%,  more  than  twice  the  rate  of  inflation  of  21%.  The  47% 
increase  in  benefits  represents  the  first  five  year  period  in  fifteen  years  in 
which  benefits  have  outpaced  inflation.  Currently,  Massachusetts  benefit 
levels  are  the  fourth  highest  in  the  nation,  up  from  thirteenth  in  FY85. 

G.  Helping  families  in  crisis.  About  84,000  families  consisting  of  235,000 
individuals  (two-thirds  of  whom  are  children)  currently  receive  AFDC.  The 
average  AFDC  family  is  white,  consisting  of  a  thirty  year-old  mother  and 
two  children.  Contrary  to  popular  belief,  as  described  above,  the  average 
length  of  stay  on  welfare  is  only  slightly  more  than  two  years.  The  fact 
is,  a  lot  of  people  use  welfare,  but  only  temporarily.  Over  the  last  four 
years  nearly  191,000  families  have  needed  AFDC.  The  use  of  welfare  among 
families  with  very  young  children  is  particularly  high.  Based  on  the 
Department's  computer  records,  over  25%  of  all  the  children  born  in  the 
Commonwealth  during  1986  had  used  welfare  before  the  end  of  1987. 
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H.  Caring  for  the  Elderly.  Contrary  to  popular  belief,  the  largest  program  the 
Department  has  is  Medicaid,  not  AFDC.  Currently,  Massachusetts  spends 
$1.6  billion  annually  on  the  former,  or  almost  three  times  the  $600  million 
in  annual  expenditures  on  AFDC.  Half  of  the  $1.6  billion  expended  annually 
by  this  program  is  spent  on  long-term  care  for  the  elderly  and  disabled, 
primarily  in  nursing  homes. 

I.  Assisting  the  Homeless  and  Preventing  Homelessness.  Four  and  a  half  years 
ago,  there  were  two  state-funded  shelters  in  the  Commonwealth.  Currently, 
in  response  to  the  emergency  needs  of  the  homeless  population  in  the 
Commonwealth  —  especially  the  needs  of  homeless  families  —  there  is  a 
statewide  network  of  80  Department-funded  shelters.  Additionally,  we 
have  strengthened  the  services  available  to  these  clients  to  regain 
permanent  housing.  In  addition  to  funding  the  costs  of  shelters,  Emergency 
Assistance  (EA)  expenditures  on  such  services  as  advance  rent  and  security 
deposits,  in  addition  to  the  cost  of  emergency  shelter,  have  increased  by 
$35  million  between  FY83  and  FY88,  from  $7.5  million  to  an  estimated  $42.5 
million.  Most  importantly,  the  Department  has  placed  through  its  housing 
search    and    placement    efforts    more    than    5,100    families    into    permanent 

housing  since  Jury  1985.     Major  homelessness  initiatives  include: 

v 

o  increasing  the  number  of  Department  funded  homeless  shelters  from 
two  in  FY83  to  80  in  FY88 

o  through  the  Department's  housing  search  program,  assisting  over  5,100 
homeless  families  in  securing  permanent  housing  since  the  beginning 
of  FY86. 

o  removing  the  requirement  of  having  a  permanent  address  in  order  to 
receive  GR  benefits 

o  significantly  expanding  the  AFDC  Emergency  Assistance  program  in 
October  1983  through  Chapter  450,  "An  Act  to  Prevent  Homelessness." 
In  FY89,  projected  AFDC  EA  expenditures  will  have  increased  467% 
over  1983  levels,  from  $7.5  million  to  $425  million. 

In  addition  to  aiding  those  who  have  become  homeless,  the  Department,  the 
Legislature,  and  the  Administration  have  expanded  state  efforts  to  help 
prevent  homelessness,  including: 

o  establishing  an  Emergency  Assistance  program  for  General  Relief 
recipients    in    January    1985.  EA    spending    for    GR    recipients    will 

exceed  $3  million  in  FY88. 

o  removing  restrictive  caps  on  the  amount  paid  for  fuel,  utility,  rent, 
and  mortgage  arrears,  advance  rent,  and  security  deposits.  In  FY88, 
projected  spending  is  more  than  $42  million. 
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J.  Ingrafting  access  to  quality  medical  for  care  pregnant  women,  children,  and 
individuals.  With  the  support  of  the  legislature  and  the  administration  the 
Department  has  expanded  significantly,  since  FY83,  the  health  care  services 
available  to  clients,  including: 

o  Developing  the  Kaileigh  Mulligan  Home  Care  Program  for  Disabled 
Children  which  provides  home  health  and  other  support  services  that 
will  enable  250  to  400  severely  and  chronically  disabled  children  to  be 
cared  for  at  home  instead  of  in  inappropriate  institutional  settings. 

o  Providing  Medicaid  coverage  to  an  additional  1,000  children  up  to  age 
two  whose  family  incomes  are  below  100%  of  the  poverty  line. 

o  Improving  access  to  comprehensive  prenatal  care  for  an  estimated  650 
pregnant  women  below  100%  of  the  poverty  line  by  choosing  to 
exercise  all  federal  eligibility  options. 

o  Since  FY83,  the  Medicaid  income  standard  for  individuals  has 
increased  from  21%  below  the  poverty  line  to  2%  above  it. 

K.  Reducing  AFDC.  Medicaid,  and  Food  Stamp  error  rates  to  federal  target 
levels  or  below.  The  current  AFDC  error  rate  is  3%,  the  Medicaid  error 
rate  is  1%,  and  the  Food  Stamp  error  rate,  for  the  first  time  in  the  history 
of  the  Department  is  at  the  federal  target  level  of  5%.  These  error  rates 
are  a  fraction  of  what  they  were  three  years  ago,  when  the  AFDC  error 
rate  was  the  third  highest  in  the  country  at  11.6%,  the  Medicaid  error  rate 
was  6.6%,  and  the  Food  Stamp  error  rate  was  16.6%.  For  the  second  year 
in  a  row,  both  the  AFDC  and  Medicaid  state  error  rates  are  below  the 
federal  sanction  level  of  3%.  Due  largely  to  management  improvements  and 
the  improved  performance  of  local  office  direct  service  workers,  this 
reduction  in  the  error  rates  has  enabled  the  agency  to  avoid  some  $50 
million  in  potential  error  rate  sanctions  each  year  from  the  federal  govern- 
ment. 

L.  Holding  growth  in  Medicaid  spending  below  the  national  average  for  the 
health  care  industry  and  for  Medicaid  programs.  Since  FY83  Medicaid 
spending  has  increased  an  average  of  only  7.6%  per  year  compared  to  the 
average  increase  in  national  health  care  spending  of  8.6%  from  FY83  to 
FY86.     Key  factors  exerting  upward  pressure  on  Medicaid  spending  include: 

o  Rate  Increases.  Typically,  about  half  of  annual  spending  growth  each 
year  results  from  rate  increases  executed  by  the  Rate  Setting 
Commission.  Higher  rates  paid  to  providers  are  the  single  largest 
factor  in  Medicaid  spending  increases.  For  FY88,  the  impact  of 
annual  rate  increases,  increased  nursing  home  retroactive  rate 
adjustments,  and  the  removal  of  the  cap  on  nursing  home  rates  alone 
will  total  some  $140  million. 

o  Spending  by  Other  Agencies.  In  addition  to  the  key  role  of  the  Rate 
Setting  Commission  in  Medicaid  spending,  other  state  agencies 
including  the  Departments  of  Youth  Services,  Social  Services,  Mental 
Health,    Mental    Retardation,    Public    Health,    and    the    Executive    Office 
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of  Economic  Affairs  (EOEA)  have  a  significant  role  in  Medicaid 
spending.  The  Departments  of  Youth  Services  and  Social  Services, 
for  example,  issue  Medicaid  cards  to  approximately  12,000  children  at 
an  annual  cost  of  about  $14  million. 

o  Caseload  Increases.  Since  October  of  FY83  while  the  AFDC  caseload 
decreased  by  5%,  the  Medicaid  caseload  has  increased  19%.  Key 
elements  in  this  increase  include  expanded  eligibility  and  services  to 
the  disabled,  expanded  eligibility  for  the  working  poor  through 
legislative  increases  in  eligibility  standards  (the  standard  for  a  family 
of  four  has  increased  by  91%  since  FY84),  and  expanded  eligibility  for 
new  groups  of  clients,  including  an  estimated  1,000  pregnant  women. 

o  folif?  Tfp'tiat'Yeft  Policy  initiatives  have  had  an  impact  upon  the 
growth  in  Medicaid  spending.  New  services,  including  chiropractic 
services,  organ  transplants,  and  psychiatric  services  for  minors 
("psych  under  21"),  initiatives  to  increase  client  access  and  the 
number  of  providers  participating  in  Medicaid  such  as  increased 
physician  rates  and  nursing  home  wage  increases,  and  new  treatment 
technologies  such  as  magnetic  resonance  imaging  and  more 
sophisticated  IV  therapy,  are  a  few  examples  of  this  expansion. 

While  the  factors  cited  above  contribute  to  growth  in  Medicaid  spending, 
agency  savings  initiatives  have  helped  to  hold  these  increases  to  less  than 
the  national  average. 

At  the  outset  of  this  fiscal  year,  I  reported  that  the  Medicaid  program 
faced  a  potential  $125  million  deficiency  for  FY88  (approximately  $100 
million  in  regular  spending  and  $25  million  in  hospital  settlement  spending). 
As  a  result  of  several  management  initiatives,  however,  I  am  now  pleased  to 
report  that  so  far  this  fiscal  year  we  have  been  able  to  control  Medicaid 
spending  sufficiently  so  that  for  the  first  seven  months  Medicaid  is  running 
in  the  "black." 


Total  Medicaid  Spending 
First  Sewcn  Months  of  FY88 

Total  Spending                              Goal 

Difference 

$881.7  million*                       $889.6  million 

$7.9  million 

'Includes  $24.7  million  in  hospital  settlements. 

While  it  is  still  too  early  to  be  able  to  report  that  we  will  end  the  fiscal 
year  without  any  Medicaid  shortfall,  I  believe  that  the  continued  support  of 
EOHS  and  A&F  of  our  efforts  to  control  Medicaid  spending  will  enable  us, 
at  a  minimum,  to  reduce  the  projected  deficiency  substantially. 
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M.  Achieving  record  growth  in  agency  fff|vj"g<r  and  revenue  activities.  Since 
FY83,  expanding  savings  and  revenue  projects  has  been  a  top  management 
priority  of  the  Department  and  a  way  to  offset  the  costs  of  benefit 
increases  and  Medicaid  expansion.  In  FY83,  savings  and  revenue  projects 
totalled  $92.1  million.  In  FY88,  including  the  projected  Medicaid  savings 
agenda,  savings  and  revenue  activities  will  reach  a  total  of  $578  million,  an 
increase  of  more  than  500%.  It  is  the  Department's  aggressive  savings  and 
revenue  agenda  that  has  contributed  significantly  to  the  steady  and 
continuing  decline  of  welfare  spending  as  a  percentage  to  total  state 
spending,  as  shown  in  the  chart  below,  down  from  26%  in  FY83  to  22%  in 
FY87. 


WELFARE'S  DECLINING  SHARE 
OF  THE  STATE  BUDGET 


Percent 

32*  r 


FY78 


FY83 


FY87 


Key  components  of  the  growth  in  savings  and  revenue  include: 

1.  Controlling  Sjvnifing  In  FY87,  without  the  Department's  $71.6  million 
in  new  savings,  Medicaid  spending  would  have  been  approximately  5% 
higher.  Without  the  ongoing  agenda  of  Medicaid  savings  implemented 
each  year  since  FY83,  spending  would  have  been  even  higher.  New  FY87 
initiatives  included: 
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o  Medicare  recovery  savings  =  S18.3  million.  The  Department 
achieved  $183  million  in  savings  in  FY87  by  increasing  Medicare 
reimbursement  of  services  that  otherwise  would  have  been  paid  for 
through  Medicaid.  Specific  projects  included  recovery  of  Medicare 
Part  B-covered  ancillary  services  and  repricing  claims  partially 
covered  by  Medicare.  MMIS  edits  played  a  key  part  in  this 
effort. 

o  Third  Partv  Liability  savings  ■  <1T7  mAKon.  The  TPL  unit 
expanded  collections  of  refunds  from  providers  and  other  insurers 
for  claims  the  Department  has  already  paid,  as  well  as  increasing 
identifications  of  recipients  with  third  party  coverage  before 
services  are  delivered. 

o  Provider  ffldif*  ^'"g*  =  IULI  million.  The  Department  increased 
the  number  of  audits  of  providers'  financial  and  clinical  records  to 
further  identify  and  eliminate  billing  errors,  abuse,  fraud,  and 
inappropriate  medical  practices. 

o  MMIS  edit  savings  ■  $8.1  million.  The  total  number  of  MMIS  edits 
was  increased,  and  the  interaction  between  edits  was  strengthened 
to  deny  payment  of  incompatible  services. 

As   the   chart  below  shows,   without   the   agency's   annual   Medicaid   savings 
agenda  FY87  spending  would  have  been  almost  $300  million  higher. 


TOTAL  SAVINGS  FY83-FY87 

Fiscal 
Year 

Expenditure  Base 
Without  Savings 

Total  Savings 

Actual 
Spending 

Actual 

%  Increase 

Without  Savings 

%  Increase 
With  Savings 

FY83 

$1,105M 

$32M 

$L073.1M 

102% 

7.0%         j 

FY84 

$1211M 

S106M 

$1,1052M 

9.6% 

3.0% 

FY85 

$1359M 

$155M 

S1204.0M 

122% 

8.9% 

FY86 

$L525M 

$217M 

$L307.6M 

122% 

8.6% 

FY87 

$L,726M 

$288M 

$1,438.0M 

132% 

9.9% 

Notes:    o  Total  savings  represents  cumulative  savings  since  FY82.     This  amount  would  have  been 
needed  each  year  if  the  savings  agenda  had  not  been  implemented,  beginning  in  FY82. 

o  Spending  increases  in  the  other  eleven  industrial  states  between  FFY85  and  FFY86 
averaged  93%. 
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2.  Record  Child  Support  Collections  In  FY87  the  Child  Support 
Enforcement  Unit  collected  more  than  $53  million  in  support-  payments 
from  absent  parents,  an  increase  of  6%  over  FY86  collections,  and  more 
than  32%  over  FY83  collections.  Of  the  total  collected,  more  than  $10 
million  was  returned  to  clients  to  assist  them  in  becoming  independent 
of  welfare.  In  FY88,  the  Department  of  Revenue  is  working  with  the 
Department  to  assist  clients  in  leaving  welfare  by  increasing  the  number 
of  established  child  support  orders  and  seeking  to  increase  payments  to 
levels  that  allow  their  cases  to  close. 

3.  Doubled  Finance  Collections  Through  recoupment  projects,  audits,  and 
reviews,  the  agency's  Finance  division  has  more  than  doubled  its  cash 
collections  since  FY83,  from  $20  million  to  $44  million  in  FY87. 

4.  Obtaining  $30  million  in  new  and  additional  federal  revenue  —  revenue 
beyond  the  50%  federal  share  of  AFDC,  Medicaid,  and  administrative 
expenses  —  through  MMIS  certification,  keeping  Medicaid  costs  below  a 
federal  target,  and  through  energetic  and  creative  legal,  analytic,  and 
accounting  work  on  a  number  of  other  projects  for  this  and  other  state 
agencies. 

N.  Reducing  local  office  staff  turnover  bv  three  quarters,  thanks  in  large 
measure  to  support  from  the  Administration  and  the  Legislature  for  salary 
increases,  improved  space,  and  equipment  for  local  office  staff.  These 
resources,  combined  with  better  vacancy  management  resulting  in  a 
reduction  of  the  average  number  of  vacant  positions  across  the  agency 
from  about  300  on  any  given  day  in  FY83  to  less  than  20  in  FY88,  has 
enabled  the  agency  to  retain  an  experienced,  qualified  staff.  The 
reduction  in  turnover  is  one  sign  of  the  dramatic  commitment  to  excel- 
lence on  the  part  of  agency  local  office  staff  —  who  were  responsible  for 
the  direct  service  and  error  rate  accomplishments  listed  above. 

I  look  forward  to  continuing  this  pattern  of  strong  performance  for  the 
balance  of  FY88  and  on  into  FY89.  Major  elements  of  the  proposed  agenda 
for  FY88  are  outlined  below. 


IV.  Specific  Prppreal*  fig  FYy° 

The    H.l    request    continues    the    Department's    comprehensive    anti-poverty 
strategy  designed  to  attack  poverty  in  three  significant  ways,  including: 

o  assisting  in  providing  clients  a  route  out  of  poverty  and  providing  them 
with  an  opportunity  to  participate  fully  in  the  healthy  Massachusetts 
economy.  Through  a  combination  of  ET  and  Child  Support  the 
Governor's  budget  request  supports  the  placement  of  an  additional  14,000 
AFDC,  GR,  and  Food  Stamp  clients  into  jobs,  and  the  closing  of  7,600 
AFDC  cases  through  the  combination  of  a  job  through  ET  and  increased 
child  support  payments  through  the  efforts  of  the  Department  of 
Revenue. 
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o  continuing  to  improve  benefits  through  a  proposed  grant  increase  for 
AFDC  and  GR  recipients  of  55%  and  proposing  again  a  clothing 
allowance  and  rent  supplement  for  recipients  livirp  in  non-subsidized 
housing. 

o  changing  radically  and  expanding  the  Commonwealth's  homeless  service 
system  by  devoting  greater  attention  and  effort  to  preventing 
homelessness,  while  continuing  to  provide  emergency  services  for  those 
who  do  become  homeless. 

A.  Tfo  Fmplovment  and  Training  Choices  CET\  Program 

The  ET  program  has  placed  more  than  45,000  AFDC  and  GR  recipients  and 
applicants  into  full  or  part-time  jobs.  The  ET  program  is  expanding 
opportunities  for  welfare  clients  to  participate  in  the  healthy  Massachusetts 
economy  by  preparing  them  for  jobs  paying  nearly  twice  what  they  could 
receive  on  welfare. 

o  In  the  second  quarter  of  FY88,  the  average  annual  salary  for  clients 
placed  into  full  time  jobs  was  $13,500  -  almost  twice  what  the  average 
family  receives  in  AFDC  benefit*  (including  the  clothing  allowance). 
Since  ET  began  in  1983,  thev  average  annual  salary  has  increased  by 
almost  38%  from  $9,800  to  the  current  level  of  $13,500  which  is  more 
than  145%  of  the  federal  poverty  line 


Income:     Welfare  Vs.  Wages 

FY  88 


Income 

$14,000 


$13,500 


F 
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10,000  - 
8,000  ■ 
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$6,000 


Maximum  AFDC  Benefit 


Average  Income  from 
Starting  ET  Job 
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o  The  AFDC  caseload  has  declined  5%  -  from  88,600  on  October  1,  1983 
when  ET  began  to  84,200  on  February  1,  1988.  The  decline  occurred 
despite  significant  upward  pressure  on  the  caseload  from  a  23%  increase 
in  the  number  of  single  parent  families,  a  47%  increase  in  benefits,  and 
a  70%  increase  in  the  AFDC  eligibility  standard  in  Massachusetts. 
Without  ET,  the  AFDC  caseload,  I  am  convinced,  would  have  very  likely 
exceeded  100,000  cases  as  result  of  these  eligibility  and  demographic 
factors. 

The  H.l  budget  request  for  ET  builds  on  this  performance.  The  request 
for  FY89  proposes  funds  to  continue  ETs  FY88  rate  of  14,000  job 
placements  and,  by  expanding  significantly  day  care  services  for  ET 
participants  and  ET  graduates  during  their  first  year  of  employment, 
removing  one  of  the  most  significant  barriers  to  employment  for  AFDC 
recipients. 

The  Department's  goals  for  the  ET  program  in  FY89  are: 

o  Consolidate  most  job  placempnf,  training,  and  education  activities  into 
a  single  performance  based  interagency  agreement  with  the 
Commonwealth's  lead  jobs  agency,  the  newly  reorganized  Division  of 
Employment  Security  (to  be  known  as  the  Department  of  Employment 
and  Training,  or  DET).  Under  this  proposal,  DET  will  be  held 
accountable  for  placing  some  14,000  AFDC,  General  Relief,  and  Food 
Stamp  recipients  into  priority  jobs  next  year,  and  providing  the 
appropriate  placement,  training,  or  education  services  necessary  to 
achieve  these  placements.  This  consolidation  will  hold  a  single 
agency  responsible  for  both  preparing  clients  with  the  education  and 
skills  needed  for  employment  and  then  placing  them  in  priority  jobs, 
ensuring  that  our  clients  receive  the  highest  quality  services  and  the 
best  prospect  for  finding  unsubsidized  jobs. 

o  Continuing  to  target  hard-to-serve  populations,  in  particular 
Hispanics,  pregnant  and  parenting  teens,  public  housing  residents, 
clients  who  have  been  on  the  caseload  two  years  or  longer,  and 
clients  with  basic  literacy  skills  below  the  fourth  grade  level,  in 
order  to  address  some  of  the  unique  obstacles  to  employment  these 
populations  face.  Many  of  these  clients  face  multiple  barriers  to 
employment  that  will  require  one  or  more  years  of  prevocational 
education  and  training  before  they  are  ready  for  employment.  The 
Department  plans  to  continue  funding  basic  literacy  and  English  as  a 
Second  Language  programs  in  order  to  ensure  that  clients  are 
provided  with  opportunities  to  overcome  some  of  the  most  formidable 
obstacles  to  employment.  The  investment  in  the  these  individuals 
now,  however,  will  yield  a  significant  return  in  the  future  in  terms 
of  reduced  poverty  and  welfare  dependency. 

o  Preventing  a  return  to  welfare  bv  providing  high  quality  transitional 
and  support  services,  in  addition  to  the  voucher  day  care  program. 
In  FY89  the  Department  will  provide  transitional  and  follow-up 
services    to    ET    graduates    through   its    system    of   case    management    in 
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the  local  offices  and  through  contracts  with  non-profit  organizations. 
These  services  will  include  counselim;  advocacy,  and  life  management 
skills  workshop1;  The  goal  of  th:  '  services  is  to  ensure  that  ET 
graduates  are  successful  in  the  critical  first  year  of  employment. 
Equally  important,  these  services  will  also  be  targeted  on  former 
welfare  recipients,  particularly  those  who  have  never  participated  in 
ET,  who  are  at  risk  of  returning  to  welfare  if  preventive  support 
services  are  not  made  available  at  the  outset. 

The  Governor's  FY89  request  for  ET  balances  continued  job  placement 
activity  with  skills  training,  education,  and  targeted  and  support  services.  It 
reflects  the  Department's  commitment  to  the  ET  program  as  the  cornerstone 
of  the  efforts  to  provide  clients  with  viable  alternatives  to  poverty.  By 
helping  welfare  recipients  find  jobs  with  wages  and  benefits  sufficient  to 
support  a  family,  the  ET  program  helps  clients  take  that  critical  first  step 
in  achieving  permanent  self-sufficiency. 


B.  Child  Support  as  a  Route  Out  of  Poverty 


Though  responsibility  for  the  Child  Support  program  is  now  at  the 
Department  of  Revenue  (DoR),  effective  child  support  enforcement  continues 
to  play  a  major  role  in  the  Department's  out  of  poverty  strategy.  Child 
support  alone,  or  combined  with  earnings,  is,  in  many  cases,  the  key  to  a 
family's  ability  to  become  self-sufficient  and  leave  welfare. 

In  FY87,  improved  child  support  enforcement  resulted  in  savings  of 
approximately  $10  million  from  the  5,600  families  who  became  self- 
sufficient  and  no  longer  required  AFDC  benefits.  Effective  child  support 
enforcement  also  aids  the  Commonwealth  in  its  effort  to  provide  AFDC 
benefits  to  families  who  are  still  on  the  caseload.  For  FY88,  the 
Department  of  Revenue  will  assist  7,600  families  in  their  efforts  to  leave 
welfare.  The  Revenue  Department  has  also  committed  to  collecting  $63 
million  in  child  support  on  behalf  of  current  AFDC  families.  Of  this  $63 
million,  approximately  $11.8  million  will  be  returned  directly  to  AFDC 
clients  and  the  remainder  will  be  used  to  offset  AFDC  expenditures  for 
these  families. 

In  FY89,  the  Department  of  Revenue  will  continue  to  secure  support 
payments  sufficient  to  allow  families  to  live  independently  of  public 
assistance.     The  Department  of  Revenue's  FY©  goals  include: 

o  Securing  adequate  support  payments  to  help  at  least  another  7,600 
AFDC  families  become  self-sufficient; 

o    Targeting  child  support  services  to  AFDC  clients  participating  in  ET; 

o  Placing  special  emphasis  on  enforcement  efforts  for  families  who  have 
recently  left  welfare  to  help  ensure  that  they  do  not  return  to  the 
caseload.  The  Revenue  Department  has  projected  that  enforcement 
efforts  will  enable  2,000  people  to  avoid  the  need  to  receive  public 
assistance; 
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o    Collecting    $70    million    on    behalf   of  AFDC    families    to    offset   AFDC 
expenditures. 

C  Increasing    BgngQg        H.1    proposes    an    increase    of    over    $125    miTtion    in 

Anti-fftVfTty    IniKativrx 

H.1    includes    an    increase    of   $125    million    for    anti-poverty   initiatives.      Key 
elements  of  the  Governors  on-going  anti-poverty  agenda  include: 

o    $393  million  for  benefit  increases  for  AFDC  and  GR  recipients; 

o    in   support   of  jobs   through  ET,   $15.8  million  to  expand  the  Voucher 
Day  Care  system; 

o    $22.4     million     to     expand     and     re-orient     the     Commonwealth's 
homelessness  service  system. 

1.    5.5%  Cost  of  Living  Increase  for  AFDC  and  GR  Recipients 

While  the  Department's  goal  is  to  provide  clients  with  alternatives  to 
poverty  with  jobs  through  ET,  adequate  grant  levels  are  also  critically 
important  for  those  clients  who  are  not  yet  able  to  participate  in  ET. 
The  5.5%  increase  proposed  in  H.1  is  another  step  toward  increasing 
grant  levels.     The  proposed  increase  is  especially  important  because: 

o  It  will  build  on  the  strong  record  achieved  of  increasing  benefits 
faster  than  inflation  -  from  FY80  to  FY83  inflation  rose  40%  and 
benefits  rose  only  16%.  By  contrast,  from  FY83  to  FY88  the 
Administration  and  the  Legislature  have  provided  benefit 
increases  which  for  the  first  five  year  period  in  more  than  15 
years,  more  than  kept  pace  with  inflation.  From  FY84  to  FY88, 
AFDC  benefits  increased  47%,  while  inflation  during  this  period 
was  only  22%.  The  proposed  55%  increase  will  mean  that  AFDC 
benefits  will  have  risen  54%,  compared  to  a  projected  inflation 
rate  of  29%  from  FY84  to  FY89. 

In  December,  the  Department  released  a  study  updating  the  Standard 
Budgets  of  Assistance  for  families  in  the  Commonwealth.  The  study 
considered  each  item  of  a  family's  budget  individually,  assembling  recent 
data  and  applying  inflation  factors  from  the  Consumer  Price  Index  where 
necessary.  Because  housing  is  the  largest  component  of  a  family's 
budget  -  and  varies  widely  as  do  the  needs  of  clients  in  different  types 
of  housing  -  the  study  set  three  separate  standards.  The  updated 
Standard  Budgets  of  Assistance  for  a  family  of  three  are: 
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STANDARD  BUDGET  nv  ASSISTANCE 


In  public  housing  $  9,430 

In  private  bousing  outside  of  Boston  and  not  on  Cape  Cod  $10,921 

In  private  housing  in  Greater  Boston  and  on  Cape  Cod  $11,705 


2.   Housing  and  Homeless 

The  Administration  is  requesting  $21.8  million  to  fund  the  costs  of  a 
Homeless  Prevention  Initiative  at  the  Welfare  Department  designed  to 
stop  homelessness  before  it  occurs,  including  a  new  limited  rent  subsidy 
program.  Through  the  implementation  of  this  initiative,  the  Department 
will  place  case  management  staff  and  housing  specialists  in  local  offices 
to  identify  and  assist  clients  Who  are  in  danger  of  becoming  homeless. 
Once  identified,  these  clients  may  receive  housing  search  or 
landlord/tenant  mediation  services,  Emergency  Assistance,  and  social 
services.  Families  faced  with  imminent  homelessness  because  of  natural 
disasters  or  the  inability  to  pay  rent  may  also  receive  a  limited  rent 
subsidy  of  $300  per  month  on  average.  In  addition,  because  some 
families  will  become  homeless  despite  these  prevention  efforts,  the 
Administration  has  requested  funding  for  fifteen  additional  homeless 
shelters  and  ten  transitional  living  programs. 

o    Case  Management  in  Local  Offices 

Currently,  there  are  very  few  workers  in  local  offices  who  are 
specially  trained  to  assist  families  who  are  in  danger  of  becoming 
homeless.  As  a  result,  it  is  often  not  until  a  family  becomes 
homeless  that  the  Department  can  assist  a  family  in  need  At  that 
point,  the  family  has  already  been  uprooted;  it  is  forced  to  adjust  to 
a  new  riving  situation,  whether  it  be  a  new  apartment,  a  shelter,  or 
even  a  hotel  or  motel.  In  almost  all  cases,  k  is  more  difficult,  and 
more  costly,  for  a  family  to  attain  new  housing  than  it  would  have 
been  to  maintain  their  previous  housing  if  only  the  proper  services 
had  been  made  available  to  them.  A  key  goal  of  the  homeless 
prevention  initiative  is  the  early  identification  and  treatment  of  such 
"at  risk"  families. 

As  shown  on  the  next  page,  H.l  proposes  an  FY89  anti-poverty 
agenda  which  totals  $125  million  and  proposes  funding  for  increased 
benefits,  programs  designed  to  assist  clients  in  getting  out  of 
poverty,  and  poverty  prevention  and  homeless  services. 
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FISCAL  YEAR  1989 
J125M  ANTI-POVERTY  BUDGET 


Benefits  -  S7>,3M 

o    S37.5M  for  a  55%  COLA  for  AFDC  and  GR  recipients 

o    $L8M    to    fund    an   increase   in   Medicaid    eligibility   levels   due   to 
the  COLA 

Out  of  Poverty  and  Prevention  Ejggflg  -  S323M 

o    $243M  expansion  in  day  care 

-  $15.8M  for  ET  voucher  day  care 

-  S85M  for  DSS  contracted  day  care  services 

o  S4.0M  to  provide  health  care  coverage  to  ET  graduates 

o  S3.5M  for  expanded  child  support  enforcement  at  DoR 

o  $33M  for  substance  abuse  programs 

o  $13M  for  adult  education 

o  $0.8M  for  high  school  dropout  prevention 

o  Sl.OM  to  prevent  teen  pregnancy 

o  S1.5M  for  the  Healthy  Start  program 

Hanging  and  Homeless  Services  -  S463M 

o    S22.4M  for  Homeless  Prevention  Plan 

o    S10.7M  for  housing  vouchers  issued  in  FY88 

o    $9.5M     for     expanded     Emergency    Assistance     to     prevent 
homelessness 

o    S3.7M  for  homeless  shelter  expansion 
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D.  Maintain  law  error  rates 

Over  the  past  four  years,  the  agency,  with  key  support  from  the 
Legislature  and  the  Governor,  has  succeeded  in  reducing  the  AFDC  and 
Medicaid  error  rates  to  record  low  levels.  In  FY88,  for  the  first  time  in 
the  agency's  history,  the  Food  Stamp  error  rate  did  not  exceed  the  federal 
fiscal  sanction  level  of  5%.  Those  accomplishments  are  the  result  of 
significant  management  improvements  in  local  office  performance.  The 
introduction  of  additional  direct  service  staff,  resulting  in  more  manageable 
caseloads,  worker  and  salary  upgradings,  more  and  better  training,  and 
improved  working  conditions  through  office  relocations  and  renovations  have 
contributed  to  the  dramatic  improvements  in  performance. 

While  the  error  rates  have  been  reduced  substantially,  we  have  not  totally 
eliminated  errors  in  determining  eligibility  for  AFDC,  Medicaid,  Food 
Stamps,  nor  will  we  ever  as  long  as  the  eligibility  management  system  is 
paper-intensive  and  relies  on  a  patchwork  of  computer  systems,  some 
installed  as  far  back  as  1970.  In  fact,  workers  still  choose  from  among  30 
to  50  separate  forms  to  fill  out  to  determine  a  clients  eligibility  and  the 
Department  currently  must  rely  on  six  separate  computer  eligibility  files  for 
its  program  information.  Moreover,  while  local  office  staff  have  succeeded 
in  reducing  error,  their  jobs  continue  to  consist  primarily  of  managing 
paper,  not  services  for  clients. 

In  recognition  of  this  problem,  H.l  proposes  funds  to  continue  the 
development  and  implementation  of  an  automated  eligibility  determination 
system.  As  described  in  detail  in  this  budget  narrative,  the  system  will 
eliminate  most  of  the  paperwork  and  manual  computations  which 
characterize  the  existing  system  and  which  result  in  errors. 

In  FY87  the  Department  began  automating  local  office  operations  with  the 
introduction  of  the  Easy  Access  System  (EAS).  Prior  to  this  there  were 
fewer  than  500  computer  terminals  for  use  by  over  4,000  local  office 
workers.  Workers  either  waited  in  line  or  signed  up  for  a  terminal  in 
advance.  By  the  end  of  FY88  the  Department  will  have  installed  more  than 
650  additional  terminals.  In  FY89  the  Department  will  continue  to  purchase 
and  install  terminals  as  MPACS  development  continues. 

The  EAS  project  will  provide  direct  service  workers  with  both  the  time  and 
information  they  need  to  improve  service  delivery  to  clients,  and  will  enable 
the  agency  to  implement  fully  in  FY89,  a  case  management  system  in  all  of 
the  local  offices. 

E.  Case  Management 

With  the  introduction  of  terminals  in  FY87,  we  began  to  change  what  our 
workers  did.  Instead  of  filling  out  reams  of  paper  forms,  through  the 
introduction  of  case  management  workers  began  to  use  their  time  making 
sure  that  clients  were  getting  the  services  they  needed. 

The  agency's  ambitious  goal  of  making  available  to  welfare  clients  the  same 
opportunities    available    to    other    Massachusetts    citizens    will    be    achieved 
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through  the  full  implementation  of  a  case  management  system  in  the  local 
offices.  In  FY89,  with  management  improvements  in  place  and  interim 
automated  support  available  through  the  EAS  project,  specially  trained  case 
management  social  workers  will  provide  clients  with  the  mix  of  benefits  and 
services,  including  ET,  assistance  with  child  support  or  housing  problems, 
day  care,  Health  Choices,  to  become  self-sufficient  Full  implementation  of 
case  management  in  FY89  will  include  the  elimination  of  separate  intake 
and  on-going  case  workers.  Instead,  a  client  will  be  assigned  to  one 
worker  who  will  take  the  clients'  application,  determine  eligibility,  and 
maintain  the  case  as  long  as  the  client  remains  on  the  caseload. 

F.  Savings  and  Revenue 

Controlling  and  offsetting  the  cost  of  agency  operations  and  offsetting  the 
costs  of  program  expansion  will  continue  to  be  a  high  priority  in  FY89.- 
There  is  substantial  growth  proposed  by  the  Administration  for  FY89  in 
savings  and  revenue  —  including  an  aggressive  Medicaid  savings  agenda  of 
$184  million,  some  of  which  requires  legislative  action. 

As  the  chart  below  shows,  the  increase  in  the  agency's  savings  and 
revenue  activities  since  FY83  is  enormous:  in  that  year,  the  total  yield  was 
$92.1  million,  and  both  Child  Support  and  Finance  collections  were  barely 
above  the  previous  year.  In  FY88,  projected  performance  is  $578  million 
in  new  and  continuing  savings  and  revenue  —  and  performance  for  the  first 
six  months  suggests  that  we  may  well  exceed  that  goal. 
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The    Department's    savings    and    revenue    agenda    is    designed    to    meet    four 
major  objectives: 

o  Financing  Anti-Povertv  Initiatives.  With  the  support  of  the 
Administration  and  the  Legislature,  the  Department  has  pursued  an 
ambitious  agenda  of  savings  and  revenue  initiatives  to  fill  in  the  gaps 
left  by  federal  cutbacks  and  to  develop  new  anti-poverty  initiatives. 

Since  FY84,  savings  have  increased  an  average  of  $985  million  a 
year.  In  FY88,  savings  and  revenue  projects  will  total  $578  million 
in  new  and  continuing  savings,  offsetting  the  total  expansion  costs 
associated  with  the  cost  of  living  increases  for  AFDC  and  GR  clients, 
expanded  homeless  services,  and  improved  health  care  services 
through  Health  Choices. 

o  Improving  Management  and  Services.  In  addition  to  helping  to 
finance  critical  client  service  initiatives,  many  parts  of  the  savings 
agenda  are  themselves  initiatives  to  improve  service  delivery. 
Perhaps  the  most  prominent  example  is  ET.  As  part  of  the  savings 
agenda,  ET  provides  a  wide  range  of  employment  and  training 
services  that  have  allowed  more  than  45,000  welfare  recipients  to  find 
jobs,  with  over  70%  of  them  now  off  welfare  and  self-sufficient, 
saving  over  $130  million  after  subtracting  the  costs  of  the  program  in 
1987  alone. 

o  Improving  Cost-Effectiveness  of  Agency  Operations.  Besides  financing 
expanded  services,  savings  and  revenue  initiatives  are  essential  to 
maintaining  the  Department's  current  level  of  services  to  its  clients 
and  ensuring  that  inflationary  cost  increases  (which  contribute 
nothing  to  improved  services)  do  not  consume  available  growth  funds. 
A  strong  savings  program  that  holds  Department  managers  responsible 
for  outcomes  forces  them  to  identify  inefficiencies  in  program 
operations  and  develop  innovative  savings  solutions  that  improve  the 
Department's  ability  to  deliver  the  same  services  more  cost- 
effectively. 

o  Ensuring  that  the  Department  is  the  Paver  of  Last  Resort.  A  major 
driving  force  behind  growth  in  the  Department's  savings  and  revenue 
agenda  is  a  strong  commitment  to  holding  third  parties  responsible, 
when  appropriate,  for  covering  the  costs  of  services  provided  to 
clients. 

One  of  the  most  important  contributors  to  controlling  expenditures  is  the 
Medicaid  Management  Information  System  (MMIS),  the  computerized  claims 
processing  system  which  the  Department  implemented  in  FY84  after  more 
than  a  decade  of  unsuccessful  attempts.  Over  the  past  four  years  of  MMIS 
operations,  the  number  of  claims  the  Department  denied  doubled  compared 
with  the  denial  rate  under  the  previous  procedures,  and  the  agency  will 
save  $72  million  in  FY88  in  funds  it  otherwise  would  have  spent. 
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In  FY89,  the  Department  will  proceed  with  two  critically  important  systems 
initiatives,  both  of  which  support  directly  the  aggressive  Medicaid  savings 
agenda:  rebid  of  the  MMIS  contract,  and  development  of  the  Recipient 
Eligibility  Verification  System  (REVS). 

The  current  contract  with  the  MMIS  vendor  expired  on  May  31,  1987  and 
was  extended  through  FY88  and  FY89  while  the  Department  develops  the 
design  of  a  new  MMIS  claims  processing  and  management  information 
system.  In  preparation  for  the  extension  and  subsequent  rebid  of  the 
contract,  the  Department  has  been  reassessing  the  performance  of  MMIS 
over  the  last  four  years.  Although  the  current  system  has  processed  claims 
efficiently,  the  Department  believes  that  careful  contract  management 
during  both  the  extension  and  rebid  periods  could  further  improve  the 
performance  of  the  MMIS  vendor.  In  addition,  the  Department  intends  to 
negotiate  with  the  current  contractor  to  update  the  system  in  order  to 
improve  management  information  and  service  delivery.  Key  features  of  the 
rebid  include: 

o  Contract  Management.  The  Department  intends  to  incorporate 
performance-based  incentives  into  both  the  extended  and  rebid  MMIS 
contracts. 

o  Improved  Management  Information.  Through  the  rebid  process,  the 
Department  intends  to  expand  MMIS  from  an  efficient  claims 
processing  and  bill  paying  system  that  achieves  savings  by  reducing 
fraud  and  error,  to  a  sophisticated  management  and  expenditure 
control  system.  The  advanced  system  will  achieve  savings  not  only 
through  editing,  but  also  through  extracting  and  formatting  data  far 
more  easy  and  quickly  than  is  now  possible  to  isolate  the  factors  that 
drive  expenditures.  This  will  allow  the  Department  to  analyze 
expenditures  by  provider  type. 

o  Improved  Service  Delivery.  Through  the  MMIS  rebid,  claims 
processing  will  be  upgraded  with  new  computer  hardware  that  will 
allow  for  streamlined  editing  functions  within  MMIS.  Rather  than 
editing  claims  for  fraud  and  error  during  nightly  or  weekly  processing 
cycles,  the  new  system  will  switch  to  up-front,  on-line  editing.  This 
will  allow  data  entry  personnel  to  detect  and  possibly  correct  errors 
on  the  computer  screen  and  will  result  in: 

-  shorter  turnaround  time  for  cfa""ft  jgQgsssfflg  -  in  other  states, 
up-front  edits  have  helped  to  reduce  the  turnaround  time  to  an 
average  of  10  days; 

-  fewer  claim  denials  due  to  errors  -  the  edits  should  alert  the 
clerks  to  keypunch  errors,  invalid  recipient  IDs,  inaccurate 
procedure  codes  and  other  potentially  correctable  errors; 

-  manual  pricing  and  medical  reviews  conducted  on-line  -  claims 
should  no  longer  be  suspended  to  the  Department  for  review. 
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By  reducing  claims  processing  time  and  eliminating  errors,  this  new  system 
will  improve  service  for  both  providers  and  recipients. 

In  FY88  the  Department  will  proceed  with  the  development  of  the  Recipient 
Eligibility  Verification  System  (REVS),  or  "Smartcard,"  to  replace  the 
current  verification  system  which  relies  upon  paper  ID  cards,  of  which 
450,000  are  issued  monthly.     The  main  features  of  the  new  system  include: 

o  a  plastic  photo  ID  card  with  a  fife  span  of  five  years,  reducing 
substantially  the  cost  of  printing  and  mailing  450,000  paper  ID  cards 
monthly 

o  computer  terminals  in  Medicaid  provider  offices  with  access  to 
recipient  eligibility  information  enabling  providers  to  verify  eligibility 
prior  to  delivering  services  (just  like  credit  card  devices  commonly 
used  by  stores  and  merchants). 

o  annual  savings  of  $8  million,  when  fully  operational,  through  day- 
specific  eligibility  determination,  and  FY89  savings  of  $3-$4  million. 

These  savings,  while  sot  of  the  magnitude  generated  by  a  MMIS, 
nevertheless  contribute  to  the  Department's  ongoing  efforts  to  control 
spending  in  the  Medicaid  program. 

Other  current  management  initiatives  that  will  help  control  Medicaid 
expenditures,  include: 

o  2,700  heavier  care  patients  have  been  placed  into  nursing  homes 
from  costly  administrative  day  status  in  acute  hospitals 

o  the  Department  has  implemented  a  health  systems  management 
approach  to  managing  the  Medicaid  program  which  features  a 
provider-type  focus  on  controlling  Medicaid  expenditures. 

Without  the  FY88  impact  of  new  and  continuing  savings  and  revenue 
activities,  the  amount  of  the  FY89  request  would  only  carry  the  Department 
through  a  little  over  nine  months  of  the  year.  In  the  last  four  years, 
savings  and  revenue  efforts  have  expanded  to  the  point  where  they 
effectively  finance  three  months  of  agency  operations. 

G.  EMerry  Choices 

One  of  the  most  serious  problems  confronting  the  Commonwealth,  and  the 
Medicaid  program  in  particular,  is  how  to  provide  affordable,  quality  care  to 
the  elderly  population.  The  growing  elderly  population,  as  well  as  the 
increasing  costs  of  nursing  home  care,  have  made  these  goals  increasingly 
difficult  to  achieve.  In  FY67,  fbc  example,  over  $675  million  -  47%  of  die 
Medicaid  budget  —  was  spent  on  institutional  long-term  care  in  nursing 
homes  and  chronic  hospitals.  More  new  nursing  home  beds  are  expected  to 
be  available  in  the  next  few  years,  which,  while  easing  the  recent  bed 
shortage,  will  also  increase  already  significant  Medicaid  expenditures  for 
nursing    homes.       In    FY89    the    Department    is    proposing    to    better    manage 
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services  for  elders  through  an  Elderly  Choices  program.  The  goals  of  the 
Elderly  Choices  program  are  to: 

o    Coordinate   existing  services   to  help  frail   elders  remain  in  their  homes 
whenever  possible; 

o    Assure    the    appropriate    level    and    high    quality    of    institutional    care; 
and 

o    Make  care  more  affordable  for  both  clients  and  the  Department. 

The  Elderly  Choices  program  is  premised  on  the  fact  that  institutional 
placement  is  only  one  of  many  options  available  to  frail  elders.  Services 
for  elderly  recipients  are  also  provided  in  the  community  through 
noninstitutional  types  of  services  such  as  home  health. 

Elderly  Choices  aims  to  provide  a  continuum  of  services  of  different  types 
and  intensity  so  as  to  avoid  unnecessary  and  costly  institutionalization 
whenever  possible.  In  providing  elderly  recipients  with  alternatives  to 
institutional  placement,  Elderly  Choices  will  have  some  of  the  same  features 
that  have  made  ET  so  successful:  aggressive  marketing,  ongoing  case 
management,  offering  clients  choices  as  to  what  types  of  services  they  will 
receive,  developing  packages  of  services  in  combinations  that  clients  need, 
and  implementing  performance-based  contracts  with  providers.  Elderly 
Choices  will: 

o    systematize  and  unify  the  Department's  current  services; 

o    develop  and  improve  current  services; 

o    coordinate    services    with    the    Executive    Office    of    Elder    Affairs    and 
other  agencies;  and 

o    study  and  encourage  the  financing  of  other  long  term  care  options. 

Specific  initiatives  designed  to  meet  the  three  goals  of  Elderly  Choices  are 
discussed   in   detail   in   the  Special  Report  on  Elderly  Choices  in  this  volume. 
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INTRODUCTION  TO  THE  BUDGET 

The  Department's  mission  is: 

o    To  alleviate  poverty  through  cash  assistance  and  related  services; 

o    To    provide    access    to    quality,    cost-effective    health    care    services    to    the 
poor,  the  elderly,  and  the  disabled; 

o    To    create    and    provide    alternatives    to    poverty    through    employment    and 
training  and  child  support;  and, 

o    To   control   agency   costs   by   reducing   program    error   rates   and   increasing 
savings  and  revenue. 

In  pursuing  these  goals,  the  Department  of  Public  Welfare  provides  assistance 
to  over  500,000  people  in  the  Commonwealth  each  month  through  such  pro- 
grams as  Aid  to  Families  with  Dependent  Children,  General  Relief,  Supplemen- 
tal Security  Income,  Food  Stamps,  and  Medicaid.  The  Department  operates  an 
innovative  education,  training,  and  jobs  program,  ET  Choices,  to  extend  the 
same  opportunities  to  welfare  clients  as  are  available  to  other  citizens  in  the 
state's  strong  economy.  ET  has  placed  more  than  43,000  AFDC  and  GR  clients 
into  full  or  part-time  jobs  since  it  began  in  October  1983.  The  Department 
also  offers,  in  conjunction  with  the  Department  of  Revenue,  child  support 
services,  with  the  goal  of  establishing  long-run  sources  of  income  for  the  more 
than  90%  of  AFDC  families  that  suffer  from  the  absence  and  loss  of  support 
of  a  parent. 

OTTR    CITFNTS 

Currently,  over  525,000  children,  families,  and  disabled  and  elderly  people 
receive  some  form  of  assistance  from  the  Welfare  Department.  About  one 
quarter  of  the  Massachusetts  population  will  require  assistance  from  the 
Department  at  some  point  during  their  lives.  The  average  welfare  recipient's 
profile,  however,  might  appear  surprising. 

The  typical  welfare  family  is: 

-  white 

•     composed  of  a  30  year  old  mother  and  two  children 

-  has  lived  in  Massachusetts  for  10  years 

-  has  received  welfare  assistance  for  less  than  3  years 

-  needs    help    because    an    absent    parent    failed    to    provide    adequate    child 
support 

o    Children 

44%  of  the  Department's  clients  are  children,  most  of  whom  are  recipients 
of  AFDC,  Medicaid,  or  Food  Stamps.  Two-thirds  of  Medicaid  clients  are 
children  and  families. 


The  AFDC  program  represents  the  most  significant  support  program  for 
children  in  the  state:  two-thirds  of  AFDC  clients  are  children.  The 
Department  operates  a  number  of  programs  that  offer  services  to  children: 

-  AFDC 

-  Medicaid    coverage    for    medical    care,    including    primary    and    hospital 
care 

•     Project    Good    Health,    a    program    of    preventive    health    services    for 

children 
.     Voucher  day  care,  for  children  of  FJT  participants 

-  Food  Stamps 

-  Health  Choices  for  families  and  Children 

o    The  Elderly 

Another  20%  of  the  Department's  clients  are  elderly,  most  of  whom  receive 
services  through  the  Supplemental  Security  Income  and  Medicaid  programs. 
These  clients  are  frequently  people  who  have  been  employed  all  their  adult 
lives,  but  who  face  medical  bills,  often  in  a  chronic  care  hospital  or 
nursing  home,  that  deplete  their  savings. 


THE  DEPARTMENTS  PROGRAMS 

The  Department  delivers  services  to  its  clients  through  a  set  of  programs 
administered  in  its  over  60  local  offices  across  the  state.  Each  of  these 
programs  is  described  briefly  below. 

A.  Aid  to  Families  with  Dependent  Children  (AFDC) 

AFDC  is  financed  jointly  by  the  Commonwealth  and  the  federal  government 
and  provides  cash  assistance  to  approximately  84,000  families  with  children 
under  the  age  of  18  who  meet  financial  limits  on  assets  and  income  and 
who,  with  few  exceptions,  have  been  deprived  of  economic  support  through 
the  death,  disability,  desertion,  chronic  unemployment,  or  continued  absence 
of  one  parent.  In  addition,  the  Department  offers  Emergency  Assistance 
through  the  AFDC  program  to  families  who  are  victims  of  natural 
disasters,  who  are  homeless  or  who  are  at  risk  of  becoming  homeless. 

B.  Employment   and  Training  Choices   (ET) 

ET  provides  basic  education,  skills  training,  job  referral,  career  counseling, 
and  supported  work  services  to  AFDC,  GR,  and  Non-Publicly  Assisted  (NPA) 
Food  Stamp  recipients,  as  well  as  the  support  services  —  day  care, 
transportation,  and  extended  medical  coverage  —  that  allow  and  encourage 
participation  by  a  broad  range  of  clients. 

C  Homeless  Sgyjgg 

The  Department  supports  a  statewide  network  of  80  shelters  in  FY88, 
serving  homeless  families  and  individuals.  Additionally,  the  Department 
provides  benefits  and  services,  such  as  Emergency  Assistance  and 
landlord/tenant    mediation,    designed    to    prevent    families    from    becoming 


homeless,  and  through  its  housing  search  and  rent  subsidy  program,  helps 
homeless  families  secure  permanent  housing. 

D.  Meffcafl 

The  Medicaid  program  provides  health  care  to  categorically  eligible  and 
medically  needy  individuals  and  families.  AFDC  and  SSI  recipients  are 
automatically  eligible  for  Medicaid.  Other  individuals  and  families  are 
eligible  for  Medicaid  as  medically  needy  if  their  income  and  assets  are 
insufficient  to  pay  medical  bills  and  meet  established  medical  needs.  More 
than  346,400  AFDC  and  SSI  clients  and  100,000  medically  needy  clients  are 
eligible  for  Medicaid  each  month.  Medicaid-funded  services  are  financed 
jointly  by  the  Commonwealth  and  the  federal  government. 

E.  Fnn^   Sfamps 

The  Food  Stamp  program  provides  food  coupons  used  to  purchase  groceries 
for  households  that  meet  federally  determined  income  and  asset  tests. 
Approximately  128,000  households  are  projected  to  receive  Food  Stamps 
each  month  in  FY89.  Although  Food  Stamp  benefits  are  paid  for  entirely 
by  the  federal  government,  the  Department  pays  one-half  of  the  ad- 
ministrative costs  of  the  program.  In  FY88,  the  Department's  ET  program 
was  expanded  to  provide  education,  training  and  support  services  to  Non- 
Publicly  Assisted  (NPA)  Food  Stamp  recipients. 

F.  General  Relief  CGRt 

GR  provides  entirely  state-funded  cash  assistance  for  clients  who  are 
ineligible  for  other  assistance  programs  and  who  are  "non-employable"  due 
to  physical  or  mental  incapacity.  Most  GR  recipients  are  adults,  although 
approximately  1,700  families  receive  GR.  With  the  passage  of  Chapter  450 
of  the  Acts  of  1983,  the  state  extended  GR  to  homeless  individuals,  and 
extended  Emergency  Assistance  to  GR  recipients.  GR  clients  receive  a 
separate  package  of  medical  services. 

G.  Supplemental  Security  Income  (SSI) 

SSI  provides  cash  assistance  to  approximately  109,000  long-term  disabled 
and  aged  poor  individuals  who  meet  certain  income  and  asset  eligibility 
standards.  In  addition,  the  Massachusetts  Commission  for  the  Blind 
provides  assistance  to  eligible  blind  individuals.  All  SSI  recipients  are  also 
automatically  eligible  for  Medicaid.  The  Commonwealth  supplements 
established  federal  payment  levels. 


THE  AGENCY'S  BUDGET 

The  agency's  budget  is  overwhelmingly  used  to  serve  clients  directly.  only 
six  cents  of  every  dollar  the  Department  proposes  to  spend  in  FY89  would  go 
to  the  administrative  cost  of  delivering  services.  This  remarkably  low  rate  of 
administrative  overhead  compares  favorably  with  rates  of  15%  to  20%  in  many 
private  companies  and  public  agencies. 


THE  WELFARE  DOLLAR 
FY89 


Medical  Assistance 
59* 


Meeting  the  medical  needs  of  poor  clients  through  such  programs  as  Medicaid, 
health  services  for  GR  clients,  and  continued  health  coverage  for  ET  graduates 
accounts  for  59%  of  Department  spending.  The  medical  needs  of  the  elderly 
account  for  almost  half  of  all  Medicaid  spending. 

The  next  largest  component  of  spending  is  cash  assistance  and  Employment  and 
Training;  35%  of  total  agency  expenditures  in  FY89  will  go  to  children  and 
families  who  recieve  cash  and  other  benefits  and  services  through  the 
Department.  As  a  percentage  of  cash  assistance  expenditures,  AFDC  accounts 
for  62%. 

Federal  reimbursement  of  50%  or  more  is  available  for  most  of  the  Depart- 
ment's programs,  for  a  total  of  $1,082  million  in  FY89.  Federal  reimbursement 
ranging  between  50%  and  90%  is  available  for  most  of  the  Department's 
administrative  costs.  Since  federal  reimbursement  is  received  after  the 
Department  has  made  expenditures,  and  generally  accrues  to  the  General  Fund 
rather  than  to  the  Department's  accounts,  state  funds  to  cover  all  expenditures 
must  first  be  appropriated  in  full  by  the  legislature. 

THE  STATE  BUDGET  PROCESS 

The  Department  submits  its  initial  budget  request  in  September  for  the  state 
fiscal  year  beginning  on  the  following  July  1.  The  request  contains  detailed 
recommendations  for  each  of  the  Department's  programs  and  activities.  The 
agency  submits  the  request  to  the  Executive  Office  of  Human  Services  (EOHS) 
and  the  Executive  Office  for  Administration  and  Finance  (A&F).  Copies  are 
also  made  available  to  the  legislature  and  the  public 

The  Executive  Office  of  Human  Services  reviews  the  agency's  budget  to 
determine  a  set  of  recommendations  that  is  then  submitted  to  the  Executive 
Office  for  Administration  and  Finance.  The  Executive  Office  for 
Administration  and  Finance  then  goes  through  a  similar  review  process,  which 
includes  careful  consideration  of  the  state's  revenue  picture,  to  develop 
recommendations    for   the   Governor's   review.      The   state   constitution   requires    a 


balanced  budget:  revenues  from  taxes,  federal  reimbursement,  and  other 
sources  must  be  sufficient  to  cover  spending,  including  local  aid,  agency 
operations,  and  debt  service. 

The  Governor's  decisions  about  the  budget  become  House  1,  the  ad- 
ministration's formal  budget  submission  to  the  state  legislature.  This  submis- 
sion usually  occurs  in  late  January.  This  narrative  describes  the  Governor's 
House  1  recommendations  for  the  Department's  programs. 

The  House  of  Representatives  and  the  state  Senate,  through  their  respective 
Ways  and  Means  Committees,  review  the  Governor's  budget  proposals  and  hold 
budget  hearings,  which  include  testimony  by  agency  staff.  The  House  Ways 
and  Means  Committee  develops  a  budget  recommendation  for  review  and 
eventual  approval  by  the  full  House.  This  recommendation  is  then  forwarded 
to  the  Senate.  The  Senate  Ways  and  Means  Committee  follows  a  process 
similar  to  that  of  the  House  and  produces  an  independent  recommendation, 
which  the  full  Senate  reviews  and  approves.  Interest  groups  and 
administration  staff  contribute  their  views  to  the  process  on  a  continuing 
basis.  The  House  and  Senate  resolve  differences  between  their  respective 
recommendations  in  a  conference  committee,  which  produces  a  consensus 
budget  for  ratification  by  the  House  and  the  Senate. 

The  final  budget  is  then  submitted  to  the  Governor  for  review  and  signature, 
with  the  exception  of  any  items  he  chooses  to  veto.  The  budget  authorizing 
spending  and  program  initiatives  for  the  new  fiscal  year  usually  becomes  final 
in  late  June  or  early  July. 


ABOUT  THIS  BOOK 

This  document  provides  a  detailed  explanation  of  the  Department  of  Public 
Welfare's  budget  recommendations  as  included  in  the  Governor's  budget 
submission  to  the  legislature.  It  also  includes  a  discussion  of  each  of  the 
agency's  principal  programs  and  activities.  With  a  few  exceptions,  this  volume 
includes  a  separate  narrative  on  each  of  the  agency's  program  and  operating 
accounts  in  order  to  make  clear  the  relationship  between  agency  activities  and 
their  budgetary  funding  source.  The  document  also  includes  special  reports  on 
particular  issues  that  cut  across  program  and  account  lines. 

The  table  on  page  481  shows  agency  expenditures  from  FY84  to  FY88 
(projected)  and  the  Governor's  FY89  recommendation  by  account. 


ET  CHOICES 


FYB6 

FY87 

FY88 

FY89  Request 

Expenditures 

$25,874,000 

$29,985,000 

$45,955,000 

$46,219,282* 

*  Includes  $29,064,282  in  ET  State  Appropriation, 
Demonstration  Funds,  and  $11,155,000  in  Food 

$6,000,000  in  WIN 
Stamp/ET  Funds. 

INTRODUCTION 

The  Employment  and  Training  (ET)  Choices  program  began  in  October  1983. 
ET  is  the  Governor's  program  of  employment  and  training  services  for  welfare 
recipients  and  is  the  cornerstone  of  a  strategy  to  extend  economic  opportunity 
to  every  needy  citizen  in  the  Commonwealth.  The  ET  program  is  based  upon 
the  philosophy  that  welfare  recipients  should  have  the  same  employment 
opportunities  available  to  other  people,  and  the  conviction  that  they  will  make 
use  of  those  opportunities  if  the  necessary  support  services  are  available.  ET 
is  committed  to  providing  a  route  out  of  poverty  by  overcoming  the  barriers  to 
employment.  These  barriers  include:  illiteracy,  an  inability  to  speak  English; 
insufficient  education;  a  lack  of  marketable  skills  or  work  experience;  the  high 
cost  and  inadequate  supply  of  child  care;  and  the  high  cost  of  medical 
coverage.  ET  is  successful  because  it  offers  clients  a  wide  array  of  services 
to  choose  from  in  overcoming  these  barriers.  These  include  job  placement, 
skills  training,  education,  career  planning,  supported  work,  child  care,  and 
transportation. 

ETs  success  over  the  past  four  years  includes: 

o      Placing  over  45,000  AFDC  and  GR  recipients  into  jobs; 

o  Average  annual  starting  salaries  for  full-time  placements  that  are  now 
over  $13,500  —  nearly  twice  the  marin^im  yearly  welfare  grant  and  45% 
above  the  federal  poverty  line  of  $9300  for  a  family  of  three; 

o      Over  70%  of  all  ET  graduates  since  1983  are  still  off  welfare; 

o  A  special  report  on  ET  by  the  Massachusetts  Taxpayers  Foundation,  an 
independent  organization  monitoring  government  spending,  which 
concludes  that  "the  investment  in  ET  has  paid  off  for  Massachusetts" 
and  that  "the  savings  to  the  state  far  outrun  the  cost  of  the  program". 

In    FY89,    the   Department   will   maintain   FY88   achievements   by   placing  another 

12,000   AFDC    clients   into   priority  jobs,   while   also   continuing   to   target  harder- 

to-serve  populations,  especially  Hispanics,  and  providing  high  quality 
transitional  and  support  services. 


Additional  background  on  the  ET  program  for  AFDC  recipients, 
accomplishments  to  date,  and  priorities  for  FY89  follows.  Discussion  of  the  ET 
program  for  General  Relief  recipients  will  be  found  in  a  following  section. 


PROGRAM  PERFORMANCE:  FY84  -  FY88 

The  goal  of  ET  Choices  is  to  offer  good  jobs  with  wages  that  make  economic 
self-sufficiency  a  realistic  alternative  for  AFDC  recipients.  In  FY88,  ET  has 
achieved  significant  results  in  pursuing  that  goaL 

Iojl 


The  Department  is  committed  to  obtaining  high  quality  placements  for  ET 
participants.  This  means  full-time  jobs  with  earnings  that  offer  economic 
self-sufficiency. 

o    Over  40,000  AFDC  recipients  have  been  placed  into  jobs  through  ET. 

o    Over  75%  of  the  jobs  are  full-time. 

o    80%   of  ET  graduates  in  full-time  jobs  in  FY87  received  employer  sponsored 
health  coverage. 

o    All  the  jobs  are  unsubsidized. 


o  In  the  second  quarter  of  FY88,  the  average  annual  salary  for  full-time 
placements  was  $13,500  —  nearly  twice  the  maximum  grant  in  AFDC 
benefits. 

Income:     Welfare  Vs.  Wages 

FY  88 


Income 
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113.500 
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Maximum  AFDC  Benefit 


Average  Income  from 
Starting  ET  Job 


o    The    average .  annual    starting    salary    of   full-time    placements    has    increased   bv 
nearly  40%  since  the  first  year  of  the  program,  from  $9,800  to  $13,500. 


Average  Annual  Starting  Salary 


of  ET  Placements 
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Expanding  FT  fpr  the  Hardcr-to-Scrvc 

Over    the    past    two   years,    the   Department    has   launched   an   intensive    effort   to 

expand    ET    services    to    welfare    recipients    whose    participation    and  job 

placement    rates    fell    below    levels    commensurate    with    their    proportion    of  the 

caseload    —    namely,    blacks,    Hispanics,    and    recipients    who    have    been  on 

welfare   two   years   or   more.      This   initiative   has   included   expanded   funding  for 

adult   literacy,   English   as   a   Second   Language,   and   skills  training  programs.  As 
a  result: 

o    Concentrated    efforts    to    target    minority    populations    for    ET    services  has 

caused     average    starting    wages    for    blacks    and    Hispanics    to  rise 

significantly   since    the   program   began.      Wages   rose   33%   for   blacks  and 
42%  for  Hispanics  between  FY84-85  and  FY87. 
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Average 

Full  Time  Hourlv  Starting 

Wages 

of  ET  Job  Finders 

($  per  hour) 

FY84  -FY85* 

FY87 

White 

$527 

$6.48 

Black 

$4.82 

$6.43 

Hispanic 

$431 

$6.11 

•10/83  through  8/84 

o  The  percent  of  minorities'  placements  has  increased  since  the  first 
twenty  months  of  the  program  —  from  27%  to  33%  in  FY87. 

o  By  June,  1987,  57%  of  all  ET  participants  were  enrolled  in  education 
and  training  components  —  up  from  49%  during  the  first  20  months  of 
the  program.  The  emphasis  on  providing  services  to  harder-to-serve 
populations  is  critical  to  the  long-term  success  of  the  ET  Choices 
program,  because  they  cannot  move  into  jobs  paying  wages  that  lead  to 
economic  self-sufficiency  without  such  basic  education  and  training. 


Out  of  Poverty  rw  Premg* 

The  ET  program  has  made  steady  progress  in  serving  all  segments  of  the  AFDC 
caseload.  The  successful  job  placement  record  of  ET  Choices  has  contributed 
significantly  to  the  decline  in  the  AFDC  caseload. 

o  When  ET  first  began,  the  majority  of  AFDC  unemployed  parents  were  males, 
a  key  target  group  for  services.  As  indicated  on  the  following  graph  the 
large  number  of  placements,  who  were  AFDC  Unemployed  Parent  Cases  of 
the  ET  program,  was  a  primary  factor  in  the  62%  decline  in  the  number  of 
these  cases  since  1983. 


TWO  PARENT  FAMILIES  ON  AFDC 
FY84  -  FY88 


Families 

3.000  r 
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o  Efforts  to  target  services  to  long  term  welfare  recipients  have  helped  to 
decrease  the  number  of  families  on  AFDC  continuously  for  five  years  or 
more  —  down  over  33%  since  1983. 


FAMILIES  ON  AFDC  5  YEARS  OR  MORE 
DOWN  33%  SINCE  ET  BEGAN 
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o    ET   has   also   been   a   factor   in   the   decline   in   the   average   length   of  stay 
on  AFDC  —  down  25%  since  the  program  began. 


AVERAGE  LENGTH  OF  STAY  ON  AFDC 
DOWN  25%  SINCE  ET  BEGAN 
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The  AFDC  caseload  has  declined  5%  ~  from  88,600  on  October  1,  1983 
when  ET  began  to  84,200  on  February  1,  1988.  The  decline  occurred 
despite  significant  upward  pressure  on  the  caseload  from  a  47%  increase 
in  benefits,  a  70%  increase  in  the  AFDC  eligibility  standard,  and  a  23% 
increase  in  the  number  of  single  parent  families  in  Massachusetts. 


PROGRAM  DESIGN 

Overcoming  Barriers  to  Sclf-SnffkJencv 

ET    works    because    it    addresses    the    barriers    to    employment    that    welfare 
recipients  face.     Successful  program  initiatives  include: 
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o  ftnprnving  Edycjtiaeal  Atta'nngnt 

Approximately  48%  of  AFDC  recipients  have  not  finished  high  school. 
The  lack  of  a  high  school  diploma  can  be  a  major  barrier  to  success  in 
jobs  with  wages  sufficient  to  support  a  family.  In  order  to  compete  in 
the  labor  market,  ET  participants  often  need  adult  basic  education 
courses  and  General  Equivalency  Degree  (GED)  programs  to  provide 
them  with  the  skills  necessary  for  jobs  that  lead  to  economic 
independence. 


O     Improving   Fnglisn    1*ngimgr.   Skills 

Since  1983,  the  number  of  Hispanic  families  on  AFDC  has  increased  by 
over  32%,  to  22%  of  the  caseload  Lack  of  English  language  skills  and 
low  educational  achievement  among  Hispanics  severely  limit  the  job 
opportunities  available  to  them.  Both  English  as  a  Second  Language 
(ESL)  and  adult  literacy  programs  provide  the  intensive  instruction 
necessary  to  ensure  Hispanic  clients  the  opportunity  to  improve  their 
English  language  skills. 


o     Providing  Markp.tahlp.  Skilk 

Most  families  who  turn  to  public  assistance  do  so  because  of  a  major 
change  in  family  circumstances,  such  as  divorce,  separation,  death,  or 
birth  of  a  child.  Many  newly  single  parents  find  themselves  having  to 
support  their  families  financially  for  the  first  time.  Yet,  because  many 
of  them  had  previously  remained  at  home  to  care  for  their  children,  they 
lack  the  work  experience  and  skills  necessary  to  compete  in  the  job 
market.  The  problem  is  even  more  acute  for  individuals  who  have  been 
on  the  caseload  for  long  periods  of  time.  Skills  training,  basic  education 
and  supported  work  programs  can  provide  individuals  with  the  additional 
skills  which  they  need  to  re-enter  the  competitive  labor  market. 


o    Providing  Affordable  Dav  Care 

More  than  50,000  families,  or  65%  of  AFDC  families,  consist  of  a 
mother  and  her  children,  of  whom  the  youngest  is  under  the  age  of  six. 
Clearly,  in  order  for  these  parents  to  work,  child  care  must  be 
available.  Child  care,  however,  is  both  expensive  and  difficult  to  find. 
Day  care  subsidies  are  one  way  of  providing  a  mother  with  the 
opportunity  to  enter  the  workforce.  Voucher  day  care  has  enabled 
thousands  of  AFDC  recipients,  including  those  with  very  young  children, 
to  find  and  remain  in  jobs.  In  fact,  because  day  care  is  available 
through  ET,  the  voluntary  participation  of  mothers  with  children  under 
six  has  increased  from,  18%,  when  the  program  began,  to  55%  in  FY88,  as 
shown  in  the  graph  on  the  following  page. 


12 


ET  Participants 

With  at  least  one  child 

under  the  age  of  six 


Percent  of  ET  Part. 

80% 


60 


40 


20 


55* 


18% 


FY  84  FY  88 

Fiscal  Year 


o    Improving  Health  Care  Coverage 

While  on  AFDC  or  GR,  clients  receive  health  care  services  through  the 
Medicaid  or  GR  Health  programs.  One  of  the  most  serious  obstacles  to 
employment  for  many  recipients  is  the  prospect  of  losing  the  medical 
services  provided  by  the  Department.  Unless  a  newly  employed  client 
receives  health  coverage  through  her  employer,  she  may  be  faced  with 
the  difficult  choice  of  foregoing  necessary  medical  treatment  for  herself 
and  her  children,  or  paying  large  out-of-pocket  medical  expenses  which 
can  leave  the  family  worse  off  financially  than  they  were  when  receiving 
welfare.  To  help  overcome  this  barrier,  health  coverage  through  health 
maintenance  organizations  and  other  managed  care  programs  is  available 
for  up  to  12  months  to  ET  graduates  who  do  not  receive  employer- 
sponsored  health  insurance. 
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TARGET  GROUPS 

ET  is  designed  to  encourage  participation  by  thousands  of  AFDC  recipients 
who  have  diverse  needs.  Many  of  them  do  not  need  job  placement  assistance 
and  find  jobs  on  their  own.  This  group  is  not  counted  in  ET  placement 
figures.  However,  certain  recipient  groups  are  Hkely  to  need  help  in  achieving 
the  goal  of  economic  independence,  and  are  therefore  targeted  for 
participation.     These  target  groups  include: 

o  Recipients  of  Hispanic  origin!  who  now  make  up  22%  of  the  AFDC 
caseload,  up  32%  since  1983; 

o  Public  housing  rPSidCPtS.  who  are  roughly  one  third  of  AFDC  recipients, 
and  are  often  isolated  from  employment  opportunities; 

o  Pregnant  and  parenting  tgenfr  who  are  among  the  most  likely  to  face 
interruptions  in  education  and  work  experience  and  therefore  need 
intensive  supports  to  enable  them  to  meet  their  employment  goals; 

o  Recipients  who  have  been  on  the  caseload  two  years  or  more,  who 
generally  have  less  work  experience  than  others  and  face  greater 
difficulties  finding  employment  on  their  own;  and 

o  Recipients  with  very  voung  children,  who  are  not  required  by  federal 
rules  to  register  with  ET.  ET  actively  recruits  these  recipients  and 
they  now  account  for  55%  of  ET  participants. 


PROGRAM  DESIGN  AND  COMPONENTS 

An  AFDC  recipient  may  enter  the  ET  system  through  several  routes.  As  a 
regular  part  of  the  AFDC  application  process,  many  applicants  are  able  to 
register  with  ET.  The  caseworker  has  another  opportunity  to  encourage 
clients  during  the  redetermination  process  conducted  by  the  Department  to 
ensure  continued  eligibility  and  accuracy  of  benefits.  ET  contractors  also 
directly  recruit  through  local  media  advertising.  Finally,  a  client  may  respond 
to  the  Department's  marketing  campaign,  which  consists  of  direct  mailings, 
posters,  newsletters,  brochures,  and  community  events  such  as  job  fairs,  aimed 
at  attracting  AFDC  clients  to  participate  in  the  ET  Choices  program. 

Once  the  applicant  is  determined  eligible,  intake  and  registration  for  ET  are 
handled  by  a  client's  Financial  Assistance  Social  Worker,  who  then  refers  the 
client  to  an  ET  worker.  The  ET  worker  interviews  the  registrant  to  determine 
education  and  employment  background,  potential  for  employment,  and  need  for 
support  services.  The  ET  worker  explains  each  of  the  program  options  and 
assists  the  client  in  choosing  the  components  that  will  best  lead  to  obtaining 
employment.  The  resulting  Employment  Plan  outlines  the  client's  employment 
goal  and  the  steps  necessary  to  reach  it  The  chart  on  the  next  page 
illustrates  the  program  alternatives  that  are  available  and  the  flow  of  services 
that  assist  individuals  in  securing  employment  A  brief  description  of  each  of 
these  programs  components  follows. 
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Career  planning  is  often  the  first  step  chosen  by  ET  participants.  This 
component  offers  vocational  evaluation  and  career  assessments,  enabling  the 
client  to  choose  an  employment  goal  based  on  individualized  factors  such  as 
current  skill  level  and  family  income  requirements.  This  step  is  crucial  in 
Masting  harder-to-serve  populations  because  it  identifies  potential  obstacles  to 
employment  and  ensures  that  referrals  to  skills  training  or  education  programs 
are  appropriate  and  cost-effective. 

Two  basic  prerequisites  to  obtaining  a  job  with  wages  sufficient  to  support  a 
family  are  a  high  school  education,  or  its  equivalent,  and  the  ability  to  speak 
English.  Many  of  the  Department's  clients,  however,  lack  these  basic 
prerequisites.  In  order  to  ensure  that  clients  have  the  opportunity  to  acquire 
the  basic  skills  and  background  necessary  to  compete  for  good  jobs,  the 
Department  contracts  for  a  wide  variety  of  educational  services,  including: 

•  basic  literacy; 

-  adult  education; 

-  General  Equivalency  Degree  (GED)  preparation;  and 

-  English  as  a  Second  Language  (ESL). 

Skills  Tr^tninp 

Skills  training  is  a  key  component  of  the  Department's  efforts  to  ensure  that 
ET  graduates  obtain  jobs  with  wages  and  fringe  benefits  sufficient  to  move  a 
family  out  of  poverty.  Examples  of  the  occupations  an  ET  participant  may 
receive  training  for  are: 

-  patient  care  assistant; 

-  licensed  practical  nurse; 

-  medical  laboratory  technician; 

-  emergency  medical  technician; 

-  construction  worker;  and 

-  data  entry  and  word  processing  clerks. 

The  Department  provides  skills  training  services  through  its  interagency 
agreements  with  the  Office  of  Training  and  Employment  Policy  (which 
administers  the  federal  Job  Training  Partnership  Act  system),  and  the  Bay 
State  Skills  Corporation  (BSSC),  and  through  direct  contracts  with  community- 
based  program  providers. 

Supported  Work 

Supported  work  is  designed  for  ET  participants  who  have  little  recent  work 
experience  and  a  sporadic  employment  history.  Participants  are  placed  in 
private  sector  worksites  with  additional  on-site  supervision  provided  by 
program  staff.  As  participants  progress,  job  responsibility  increases,  until  the 
participants  are  ready  for  competitive  employment.  The  program  stresses  peer 
support  and  close  supervision  to  ensure  a  successful  transition  to  self- 
sufficiency. 
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Direct  Job  Placement 

The  Department  offers  job  placement,  referral,  and  counseling  services  to  ET 
participants  throughputs  interagency  agreements  with  the  Division  of 
Employment  Security  (DES)  and  the  Department  of  Personnel  Administration. 
The  DES  agreement  funds  the  Employment  Network,  which  is  distinct  from  the 
federally  funded  Employment  Service,  and  serves  welfare  recipients  exclusively. 
The  Employment  Network  offers  clients  a  broad  range  of  services,  including: 
appraisal,  instruction  and  practice  in  resume  writing,  interview  techniques, 
filling  out  job  applications,  and  developing  job  leads.  Clients  have  access  to  a 
complete  range  of  job  listings  through  local  offices  and  the  Division  of 
Employment  Security  job  bank.  They  also  follow  up  with  ET  graduates  30  and 
180  days  after  placement.  In  contrast  to  the  Employment  Service,  the 
Employment  Network  is  able  to  provide  the  Department's  clients  with  a  great 
deal  of  individualized  attention  and  the  intensive  services  necessary  to  finding 
good  jobs. 

Child  Care  and  Transportation 

The  Department  provides  subsidized  child  care  to  ET  participants,  and  to  ET 
graduates  in  their  first  year  of  employment,  through  the  voucher  day  care 
program. 

Child  care  is  both  expensive  and  difficult  to  find.  The  average  annual  cost  of 
day  care  in  Massachusetts  will  exceed  $4,000  per  child  in  FY88.  For  a  child 
with  special  needs  or  for  infant  and  toddler  care,  the  cost  can  be  as  high  as 
$7,000  annually.  Voucher  day  care  has  thus  become  an  integral  part  of  the  ET 
program,  enabling  thousands  of  women  with  young  children  to  participate. 

In  FY88,  55%  of  ET  participants  had  at  least  one  child  under  the  age  of  six, 
up  from  18%  in  FY84.  Under  federal  guidelines  these  clients  are  exempt  from 
even  registering  for  ET,  and  yet  they  chose  to  enroll  —  providing  further 
evidence  that  welfare  recipients  want  to  work  and  will  do  so  if  given  the 
proper  services  and  support.  A  complete  description  of  the  voucher  day  care 
program  follows  this  section. 

To  ensure  that  ET  participants  are  able  to  get  to  job  interviews,  training 
sites,  and  education  courses,  ET  reimburses  them  for  certain  transportation 
expenditures,  on  average  at  $3  per  day.  For  example,  career  planning 
participation  may  involve  a  single  visit  to  a  contractor,  while  education  and 
training  courses  last  for  many  weeks,  requiring  steady  and  reliable 
transportation  arrangements  that  welfare  recipients  can  afford.  Job  search 
activities  involve  frequent  and  unpredictable  visits  to  employers.  Clients  with 
children  in  day  care  must  arrange  transportation  for  their  children  as  well. 
ET  transportation  funds  meet  these  differing  needs. 

Transportation  is  funded  in  two  ways.  The  client  may  either  apply  for 
reimbursement  through  the  ET  worker,  or  transportation  may  be  arranged  or 
provided  directly  by  the  contractor. 
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PROGRAM  MANAGEMENT 

Management    strategies   initiated   by   the   Department   have   had   a   significant   role 
in  the  success  of  the  ET  program.     Several  of  the  more  important  are: 

o    Local  Office  Accountability 

Each  fiscal  year  the  Department  establishes  ET  goals  that  specify  the 
number  of  referrals  and  placements  each  local  office  is  responsible  for 
achieving.  This  system  of  local  office  accountability  has  been 
instrumental  in  motivating  local  office  staff  because  it  directly  ties 
individual  local  office  performance  to  the  overall  success  of  the  agency 
in  meeting  its  goals  for  ET.  In  FY86,  for  the  first  time  since  the  ET 
program  began,  every  local  office  met  or  exceeded  its  ET  goals. 

o    Performance-Based  Contracting 

With  performance-based  contracting,  contractors  must  enroll  and  place  a 
minimum  number  of  clients  just  to  recover  the  costs  of  running  their 
programs.  They  receive  full  payment  only  if  they  meet  negotiated  job 
placement  and  performance  goals.  In  FY89,  the  Department  will 
considerably  toughen  performance  standards  by  instituting  a  higher  wage 
floor  for  job  placements.  Contractors  will  receive  payment  only  for 
full-time  placements  whose  starting  wages  meet  or  exceed  the  new  wage 
floor  and  only  after  they  have  remained  on  the  job  at  least  60  days.  In 
addition,  the  Department's  performance-based  contracts  contain 
provisions  that  give  contractors  incentives  for  placing  individuals  in  jobs 
with  wages  that  substantially  exceed  these  floors.  Performance-based 
contracts  ensure  that  resources  are  well  spent  and  that  program  goals 
will  be  met. 

o    Collaboration  with  Other  State  Agencies 

The  Department  has  agreements  with  several  state  agencies  to  provide 
services  to  welfare  clients.     Agencies  participating  in  ET  include: 

-  Division  of  Employment  Security, 

-  Office  of  Employment  and  Training  Policy*; 

-  Bay  State  Skills  Corporation; 

.  Department  of  Social  Services; 

.  Board  of  Regents; 

-  Department  of  Education;  and 

-  Department  of  Personnel  Administration. 

By  coordinating  the  services  provided  by  these  and  other  state  agencies, 
ET  has  expanded  the  opportunities  available  to  welfare  recipients 
throughout  the  state.  Interagency  agreements  allow  the  Department  to 
tap    into    the    expertise    of    other    state    agencies,    thereby    avoiding 


"With   approval,   in   FY89   the  Division  of  Employment  Security  and  the 
Office    of   Training    and    Employment    Policy   will    be    consolidated    into    a 
single    jobs    agency,    renamed    the    Department    of    Employment    and 
Training,  or  DET. 
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duplication  of  services.  In  an  effort  to  provide  continuity  among 
servcies,  staff  from  the  agencies  are  often  co-located  in  the  welfare 
offices.  This  way,  the  ET  participant  has  better  access  to  the  full  range 
of  employment  services.  As  discussed  below,  the  Department  plans  to 
build  on  this  effort  in  FY89  by  consolidating  most  job  placement, 
training,  and  education  activities  into  a  single  interagency  agreement 
with  the  new  Department  of  Employment  and  Training. 


FOOD  STAMP  ET 

In  1985,  the  Congress  passed  a  number  of  amendments  to  the  Food  Stamp 
program,  including  a  new  requirement  for  states  to  establish  Food  Stamp 
Employment  and  Training  Programs  to  replace  the  old,  and  ineffective,  work 
registration  rules  then  in  effect.  In  response  to  this  requirement, 
Massachusetts  submitted  and  received  approval  for  a  Food  Stamp  ET  plan  to 
open  services  to  Food  Stamp  recipients.  In  addition  to  funding  expanded 
services  for  previously  unserved  Food  Stamp  recipients  also  on  AFDC  or  GR, 
the  Food  Stamp  ET  program  will  fund  participant  reimbursement  required  by 
federal  regulations  and  375  skills  training  slots  for  non-publicry  assisted  (NPA) 
Food  Stamp  recipients.  In  addition,  NPA  recipients  will  be  referred  to 
education,  supported  work,  and  job  placement  programs  funded  through 
resources  already  available  in  the  community.  In  FY89,  approximately  600  NPA 
Food  Stamp  recipients  will  be  placed  into  unsubsidized  full-time  jobs. 


FY89  AGENDA 

The  Department's  goals  for  the  ET  program  in  FY89  are: 

o    Achieving    another    12.000    AFDC    priority    placements    through    continued 
job  placemen^  skilly  fining,  and  supported  work  activities. 

In  FY89,  the  Administration  is  requesting  $29,064,282  for  ET.  The 
request  includes  approximately  $11  million  for  job  placement,  $12  million 
for  skills  training,  and  $4  million  for  supported  work  services  for  AFDC 
participants.  In  order  to  ensure  that  ET  participants  are  trained  in 
skills  and  occupations  that  will  meet  the  labor  force  needs  of  the 
Massachusetts  economy,  more  skills  training  programs  in  health  care,  the 
building  trades,  and  construction  industries  will  be  developed. 

o    Targeting  hard-to-serve  populations. 

In  FY87,  the  Department  began  targeting  ET  programs  to  hard-to-serve 
populations,  in  particular  Hispanics  and  pregnant  and  parenting  teens,  in 
order  to  address  some  of  the  unique  obstacles  to  employment  these 
populations  face.  In  FY89,  the  Department  will  target  services  to  the 
following  populations: 

-  Hispanic  clients; 

-  public  housing  residents; 

-  individuals  who  have  been  on  the  caseload  two  years  or  longer; 

-  individuals  with  basic  literacy  skills  below  the  4th  grade  level;  and 

-  pregnant  and  parenting  teens. 
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Many  of  these  clients  face  multiple  barriers  to  employment  that  will 
require  one  or  more  years  of  prevocational  education  and  training 
before  they  are  ready  for  employment.  The  Department  plans  to 
continue  funding  basic  literacy  and  English  as  a  Second  Language 
programs  in  order  to  ensure  that  clients  are  provided  with  opportunities 
to  overcome  some  of  the  most  formidable  obstacles  to  employment. 

o    BEEBaitiBg  returns  to  welfare. 

Each  year  some  6,000  former  recipients  return  to  welfare  because  of 
problems  with  their  jobs.  Most  of  these  did  not  participate  in  ET, 
having  found  jobs  of  their  own,  but  often  at  wages  and  benefits  well 
below  those  of  ET  placements.  ET  must  begin  to  target  this  group  by 
providing  services  which  offer  the  support  they  need  to  remain  employed 
and  self-sufficient.  Equally  important,  ET  must  continue  to  provide 
transitional  services  to  ensure  that  ET  graduates  make  it  through  the 
critical  first  year  of  employment.  There  services  include  voucher  day 
care,  personal  counseling,  advocacy,  and  life  management  skills 
workshops. 

o    Consolidating  program  a,n<fl  contract  management. 

The  Department  will  consolidate  most  job  placement,  training,  and 
education  activities  into  a  single  performance  based  interagency 
agreement  with  the  Commonwealth's  lead  job  agency,  the  new 
Department  of  Employment  and  Training,  or  DET.  Under  this  proposal, 
DET  will  be  held  accountable  for  placing  some  14,000  AFDC  General 
Relief,  and  Food  Stamp  recipients  into  priority  jobs  next  year,  and 
providing  the  appropriate  placement,  training  or  education  services 
necessary  to  achieve  those  placements.  This  consolidation  will  hold  a 
single  agency  responsible  for  both  preparing  clients  with  the  education 
and  skills  needed  for  employment  and  then  placing  them  in  priority 
jobs,  ensuring  that  our  clients  receive  the  highest  quality  services  and 
the  best  prospect  for  finding  unsubsidized  jobs. 
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Projected 

FY88 

Expenditures 

FY89 

fin  thousands  of  tt 

Request* 

$1L275 
100 

$1L325 
100 

7,525 
1,615 
3,160 

10,732 
1,615 

2^91 
3,457 

6,075 

2,443 
300 

2^06 
300 

FYS9  REQUEST 

L   Job  Placement  and  Development 

a.  Division  of  Employment  Security** 

b.  Department  of  Personnel 
Administration 

2.  fiViTU   Tramtnp 

a.  Office  of  Training  and  Employment  Policy** 

b.  Bay  State  Skills  Corporation 

c.  Skills  Training  Contracts 

3.  Adult  literacy  and  Education 

a.  Office  of  Training  and  Employment  Policy** 

b.  Literacy  and  Education  Contracts  v 

4.  Targeted  Populations 

a.  Pregnant  and  Parenting  Teens 

b.  Displaced  Homemakers 

5.  Support  Services 

a.  Transportation  3,000  3,000 

b.  Transitional  and  Follow-Up 
Services 

c.  Participant  Reimbursement 

6.  Supported  Work 

7.  Career  Planning 

8.  College  Program 

9.  Program  Support 

TOTAL  $45,955  $46^19 

*    Includes    $29,064,000    in    the    ET    state    account    (4407-1000),    an    anticipated    $6,000,000    in    the    ET 
federal  account  (4407-9001),  and  $11,155,000  in  the  Food  Stamp  ET  federal  account  (4407-9050). 

**  With    approval,    the    Division    of    Employment    Security    and    the    Office    of    Training    and 

Employment  Policy  will  be  organized  into  a  single  jobs  agency,  the  Department  of  Employment 
and  Training.  The  Welfare  Department  plans  to  consolidate  its  job  placement,  training,  and 
education  activities  into  a  single  interagency  agreement  with  the  new  agency. 


321 

321 

1,780 

1,780 

4,165 

4,195 

964 

964 

700 

700 

W59 

2.606 
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SUMMARY  OP  FVHP  REQUEST 

L  job  Ffrr"""*  "Ml  Development  $11,425 

a.  Division  of  Employment  Security  (DES)  $11325 

In  FY89,  DES  will  continue  to  serve  AFDC  recipients  through  the 
Employment  Network  and  will  place  7,000  into  full-time  jobs.  In 
addition,  DES  wQl  increase  placement  efforts  to  target  Hispanics. 

b.  Department  of  Personnel  AHminicfntrifm  (DPA)  $100 

In  FY89,  DPA  will  serve  a  minimum  of  300  ET  participants  and  place  100 
into  full-time  priority  placements  in  state  jobs. 


$12347 


a.    Of%f  ?r  Tr9;™"g  &  Employment  Policy  (OTEP^ 

and  the  Job  Tjajnjng  Partnership  Act  (JTPA^  $10,732 


The  JTPA  service  delivery  system  has  provided  a  wide  variety  of 
employment  and  training  services  to  disadvantaged  citizens  of  the 
Commonwealth  since  the  federal  government  created  the  program  in 
1982  as  a  replacement  for  the  Comprehensive  Employment  and  Training 
Act  (CETA).  In  contrast  to  CETA,  JTPA  mandates  private  sector 
involvement  in  the  program  to  ensure  that  the  training  and  education 
services  provided  to  clients  match  the  labor  force  needs  of  employers. 
Since  FY84,  the  Department  has  contracted  with  the  Executive  Office  of 
Economic  Affairs  to  provide  services  to  ET  participants  above  and 
beyond  the  minimum  levels  required  by  the  federal  government  As  a 
result,  welfare  recipients  now  make  up  about  half  of  all  those  using 
JTPA  services.  Funds  requested  in  FY89  will  provide  skills  training 
services  to  2,900  ET  participants,  resulting  in  1,855  job  placements.  The 
funding  level  reflects  the  Department's  proposal  to  consolidate  its  direct 
contracts  with  skills  training  vendors  into  the  interagency  agreement 
with  the  new  Department  of  Employment  and  Training. 

b.   Bav  State  Skills  Corporation  ffiSSO  $1,615 

Graduates  of  BSSC  skills  training  programs  have  consistently  been 
among  the  highest  paid  ET  graduates.  In  the  second  quarter  of  FY88, 
the  average  starting  wage  of  BSSC  full-time  placements  was  over  $14,000 
annually.  In  FY89,  the  Department  will  continue  to  rely  on  BSSC  to 
provide  ET  participants  with  skills  training  in  non-traditional,  high  wage 
occupations.  BSSC  will  serve  600  individuals,  and  place  approximately 
400  into  full-time  jobs. 


In  addition,  the  Executive  Office  of  Manpower  Affairs  has  agreed  to 
provide  skills  training  to  400  Food  Stamp/Employment  and  Training 
recipients  who  would  not  otherwise  have  access  to  ET. 
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3.   Adnh  Literacy  and  Education  $6,075 

In  the  first  two  years  of  ET,  a  number  of  ET  participants  were  unable  to 
take  advantage  of  skills  training  opportunities  or  look  for  a  job  because 
their  education  levels  or  language  skills  were  insufficient.  As  a  result,  in 
FY87  and  FY88  the  Department  has  greatly  increased  the  number  of  basic 
literacy  and  adult  education  programs  available  through  ET. 

In  FY89,  the  Department  will  consolidate  its  direct  contracts  with  education 
contractors  into  the  interagency  agreement  with  the  new  Department  of 
Employment  and  Training.  Through  this  agreement,  the  full  range  of 
education  programs  will  be  available,  including  basic  literacy  (grade  levels 
0-4),  adult  basic  education  (levels  5-8),  GED  preparation,  and  English  as  a 
Second  Language.  Approximately  3350  ET  participants  will  be  served,  and 
2,150  will  be  placed  into  further  education  skills  training  programs,  and 
jobs. 


4.   Targeted  Populations  $2,743 

a.  Pregnant  and  Parenting  Teens     v  $2,443 

The  goal  of  these  programs  is  to  prevent  poverty  and  long-term  welfare 
dependency  by  addressing  one  of  its  principal  causes-teenage  pregnancy. 
The  Department  will  provide  a  comprehensive  set  of  educational  and 
vocational  services  designed  to  assist  approximately  850  teen  parents  in 
completing  high  school,  or  in  acquiring  the  skills  that  will  enable  them 
to  find  employment.  Teen  parent  programs  will  provide  intensive  case 
management  services  to  ensure  that  each  participant  gains  access  to 
necessary  and  appropriate  social  and  support  services,  including  child 
care.  The  Department  will  encourage  the  development  of  programs  for 
teen  fathers  as  well  as  for  mothers. 

b.  Displaced  Homemakers  $300 

The  Displaced  Homemakers  program  provides  pre-employment  services  to 
older  women  who  have  been  out  of  the  work  force  for  many  years  and 
who  lack  marketable  skills.  In  FY89,  Bay  State  Skills  Corporation  will 
serve  approximately  600  ET  participants  through  its  statewide  network  of 
Displaced  Homemakers  centers.  400  women  will  be  referred  to  education 
or  training  programs,  or  placed  in  jobs. 
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5.  Snpoort  Services  $5401 

The  support  services  offered  by  the  Department  such  as  child  care  and 
transportation  have  enabled  thousands  of  families  to  participate  in  ET  and 
go  to  work.  In  FY87,  the  Department  added  new  transitional  and  follow-up 
services  for  ET  graduates  through  a  contract  with  the  Bay  State  Skills 
Corporation. 

a.  Tnfflfipftftatift"  $3,000 

In  an  effort  to  remove  one  of  the  principal  barriers  to  participation  in 
ET,  the  Department  reimburses  ET  participants  for  transportation  costs 
they  incur  traveling  to  education  and  training  sites  or  while  looking  for 
a  job.  The  average  cost  is  $3.00  per  day.  Funds  requested  will  allow 
the  Department  to  provide  an  average  of  3,800  clients  a  month  with  this 
vital  support  service. 

b.   Tranftifiopal  and  Follow-Up  Services  $321 

The  Department  plans  to  provide  transitional  and  follow-up  services  to 
approximately  600  ET  graduates  who  are  having  difficulty  maintaining 
employment  or  looking  for  work.  The  Department  proposes  funding  a 
contract  with  Bay  State  Skills  Corporation  to  provide  workshops  in  job 
search  techniques,  life  management  skills,  personal  counseling,  advocacy, 
and  will  follow  up  with  participants  on  a  regular  basis  during  the  first 
six  months  of  employment. 

c    Participant  Reimbursement  $1,780 

Federal  regulations  require  the  Department  to  reimburse  Food  Stamp  ET 
participants  for  work  and  training-related  expenses  they  incur,  up  to  a 
maximum  of  $25  per  month.  The  Department  estimates  that  participant 
reimbursement  will  cost  $1,780,000  in  FY89. 

6.  Supported  Work  $4495 

Supported  work  has  been  targeted  for  those  AFDC  recipients  who  have  a 
sporadic  work  history  and  need  additional  support  before  they  can  work 
competitively.  In  FY87,  the  Department  began  targeting  the  supported  work 
program  to  individuals  who  have  been  on  the  caseload  two  years  or  longer 
and  to  public  housing  residents.  Approximately  2,180  individuals  will 
participate  in  supported  work  programs  in  FY89,  resulting  in  1,460  priority 
job  placements. 

7.  Career  Pbmrnnp  $964 

Career  planning  is  often  the  first  component  chosen  by  ET  participants 
and  is  critical  to  identifying  potential  obstacles  to  employment,  particularly 
for  the  harder-to-serve  populations.  The  career  assessment  step  avoids 
unnecessary  costs  to  the  program  by  identifying  appropriate  skills  training 
and  education  service  needs  from  the  onset  of  the  program.  The 
Department  plans  to  consolidate  its  direct  contracts  with  non-profit 
organizations    into    an    interagency    agreement    with    the    new    Department    of 
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Employment  and  Training.  House  1  provides  funding  to  serve  some  4,800 
participants. 

8.  College  Program  $700 

Through  an  interagency  agreement  with  the  Board  of  Regents,  ET  parti- 
cipants who  are  ineligible  for  any  other  form  of  assistance  (such  as  Pell 
Grants)  are  eligible  to  take  up  to  two  introductory  courses  at  any  of  the 
state's  community  or  four-year  public  colleges  and  universities.  The 
amount  shown  will  fund  three  academic  semesters  and  includes  the  cost  of 
academic  advisors  and  books. 

9.  Program  Support  $2,606 

Employment  and  Training  field  staff  are  responsible  for  assisting  clients  in 
the  development  of  employment  plans,  making  arrangements  for  support 
services,  referring  clients  to  career  planning,  education,  skills  training,  and 
job  search  programs,  and  providing  on-going  case  management  and  follow-up 
to  ET  participants  and  graduates.  The  amount  shown  funds  97  FTE  posi- 
tions, and  includes  funds  for  FY88  collective  bargaining  costs. 
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VOUCHER  DAY  CARE  (4400-1009^ 


FY86 

FY87 

FY88 

FY89  Request 

Expenditures 

$17,700,000 

$27,643,677 

$37,674,000 

$53,271^46 

Caseload 

5,089 

7,750 

9388 

12^04 

One  of  the  most  significant  barriers  to  employment  for  AFDC  recipients  is  the 
lack  of  affordable  child  care.  The  Department  is  committed  to  removing  this 
barrier  by  providing  voucher  day  care  to  ET  registrants  while  they  are 
participating  in  an  ET  component  and  to  ET  graduates  during  their  first  year 
of  employment.  After  this  critical  first  year,  the  long-term  day  care  needs  of 
many  ET  graduates  are  met  through  the  Department  of  Social  Services' 
extended  voucher  or  contracted  day  care  system. 


Voucher  day  care  is  the  primary  support  service  for  the  Department's  ET 
program  and  is  critical  to  its  success.  Over  96%  of  AFDC  families  consist  of 
single  parents  and  their  children;  consequently,  child  care  must  be  available  if 
these  parents  are  to  go  to  work.  Access  to  affordable  child  care  is  par- 
ticularly critical  to  the  more  than  50,000  AFDC  families  with  children  under 
the  age  of  six.     Child  care,  however,  is  both  expensive  and  difficult  to  find: 

o  The  average  annual  cost  of  day  care  in  Massachusetts  will  exceed 
$4,000  per  child  in  FY88.  For  a  child  with  special  needs,  or  for  infant 
and  toddler  care  at  a  day  care  center,  the  cost  can  be  as  high  as  $7,000 
annually.  For  the  typical  ET  graduate  with  two  children  who  earns 
$13,000,  the  availability  of  subsidized  child  care  is  critical  to  the 
family's  ability  to  remain  self-sufficient. 

o  Similarly,  an  August  1986  survey  of  ET  graduates  conducted  by  the  Child 
Care  Resource  Center  in  Boston  found  that,  of  those  who  were  no 
longer  working,  the  largest  single  reason  reported  (36%)  was  a  problem 
with  child  care.  Ten  percent  said  they  actually  had  to  quit  their  jobs 
because  of  child  care  problems. 

Voucher  day  care  has  proven  to  be  a  critical  resource,  enabling  thousands  of 
clients  to  volunteer  for  the  ET  program.  A  significant  and  growing 
proportion  of  ET  participants  are  women  with  children  under  the  age  of  six. 
In  FY84,  the  first  year  of  the  program,  only  18%  of  ET  participants  had  at 
least  one  child  under  the  age  of  six.  In  FY88,  this  percentage  has  more  than 
tripled  -  to  55%. 
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80% 


ET  Participants 

With  at  least  one  child 

under  the  age  of  six 


This  remarkable  increase  in  participation  among  parents  with  very  young 
children  is  particularly  significant  since  under  federal  guidelines  they  are  not 
even  required  to  register  for  ET  —  providing  further  evidence  that  welfare 
recipients  want  to  work  and  will  do  so  if  given  the  necessary  services  and 
support. 


PERFORMANCE  FY84-FY88 

Massachusetts  has  long  been  recognized  as  a  national  leader  in  its  commitment 
to  child  care.  Since  FY84,  the  Administration  and  the  Legislature  have 
worked  to  ensure  that  high  quality,  affordable  child  care  is  available  to  meet 
the  needs  of  all  working  parents,  but  in  particular  the  needs  of  low-income 
families.     Significant  accomplishments  include: 

o  Becoming  one  of  the  first  states  in  the  country  to  appropriate  state 
funds  specifically  for  the  purpose  of  providing  child  care  to  AFDC 
clients  participating  in  an  employment  and  training  program.  By  the 
end  of  FY88,  approximately  $41.2  million  will  have  been  spent  to 
provide  day  care  to  ET  participants  and  graduates  through  the  voucher 
day  care  program  funded  at  the  Department  and  the  extended  voucher 
day  care  program  funded  at  the  Department  of  Social  Services. 
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Being  one  of  only  16  states  that  has  increased  its  support  of  child  care 
for  low  and  middle-income  families  since  the  federal  government  reduced 
funding  for  the  Title  XX  Social  Services  block  grant  by  20%  in  1981. 
(Title  XX  is  the  largest  direct  source  of  federal  support  for  child  care.) 
In  Massachusetts,  the  total  number  of  state-funded  day  care  slots  for  low 
and  middle-income  families  (basic  and  supportive  day  care  slots  in  the 
Department  of  Social  Services  contracted  day  care  system,  and  the 
Department's  voucher  day  care  program)  will  increase  45%  between  June 
1983  and  June  1988  -  from  18,635  to  approximately  27,035.  The  average 
number  of  children  served  each  month  in  the  voucher  day  care  program 
has  increased  by  304%  from  FY84  to  FY88  -  from  2323  to  9388: 


Voucher  Day  Care 
Average  Caseload 


FY  85 


FY  86  FY  87 

Fiscal  Year 


FY  88* 


•  projected 

Increasing  employer  support  of  child  care.  Currently,  over  100 
Massachusetts  businesses  and  colleges  provide  child  care  assistance  for 
their  employees.  For  example,  New  England  Telephone  contributed 
$750,000,  which  the  state  matched,  for  a  pilot  loan  fund  to  encourage 
construction  of  child  care  facilities  at  small  industrial  companies  and 
non-profit  organizations. 
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o  Improving  the  quality  of  child  care  by  increasing  the  wages  of  child 
care  workers  by  approximately  14%  from  FY87  to  FY88,  funding  a 
network  of  child  care  resource  and  referral  agencies,  and  negotiating 
with  insurance  companies  to  obtain  liability  insurance  coverage  for 
family  day  care  homes. 

Increasing  the  supply  of  high  quality,  affordable  child  care  for  low  income 
families  has  played  an  important  role  in  the  administration's  efforts  to  extend 
economic  opportunity  to  all.  Voucher  day  care,  because  it  is  the  primary 
support  service  for  ET,  has  been  especially  important  in  helping  AFDC  clients 
to  move  out  of  poverty  and  become  self-sufficient.  The  FY89  voucher  day 
care  request  is  designed  to  support  the  ET  program  in  meeting  its  FY89  goal 
of  placing  12,000  AFDC  recipients  into  full-time  jobs. 


THE  VOUCHER  DAY  CARE  PROGRAM 

Voucher  Management 

Through  an  interagency  agreement,  the  Department  of  Social  Services  manages 
the  voucher  day  care  program  for  the  Department.  The  Department  of  Social 
Services  has  contracted  with  a  statewide  network  of  ten  community-based, 
non-profit  agencies  to  provide  voucher  management  services.  These  voucher 
management  agencies  provide  a  variety  of  child  care  services,  including: 

o  Helping  ET  participants  and  graduates  find  child  care  by  providing 
information  about  the  range  of  child  care  options  available  along  with 
lists  of  day  care  centers  and  family  day  care  homes  that  have  agreed  to 
participate  in  the  voucher  day  care  program.  To  do  this,  voucher 
management  agencies  maintain  accurate  lists  of  providers  and  day  care 
openings  in  their  geographic  areas.  Voucher  management  agency  staff 
are  located  in  local  welfare  offices  in  order  to  be  accessible  to  clients. 

o  Recruiting  day  care  providers  to  participate  in  the  voucher  day  care 
program,  and  developing  new  day  care  resources.  In  addition,  voucher 
management  staff  make  site  visits  to  all  voucher  day  care  providers  at 
least  once  a  year.  In  FY88  alone,  the  number  of  providers  participating 
in  the  voucher  day  care  program  increased  from  some  1,000  to 
approximately  1,700.  All  voucher  day  care  providers  are  licensed  or 
registered  with  the  Office  for  Children. 
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Voucher  Day  Care  Providers 

Up  70  Percent 

FY  85  -  FY  87 


2,000 


FY  85 


FY  87 


Fiscal  Year 


o  Providing  training  and  technical  assistance  to  voucher  day  care 
providers  in  the  areas  of  child  development,  program  curriculum,  and 
billing  and  record-keeping. 

o  Reimbursing  voucher  day  care  providers  on  a  monthly  basis  and  keeping 
accurate  records  of  all  fiscal  transactions  and  client  eligibility. 

o  Providing  on-going  case  management,  in  cooperation  with  the 
Department's  ET  workers.  Redeterminations  of  voucher  eligibility  are 
made  at  least  once  every  six  months.  Voucher  management  agencies 
work  to  ensure  continued  subsidized  child  care  for  ET  graduates.  They 
also  help  clients  make  new  or  alternative  child  care  arrangements  during 
emergencies  or  when  otherwise  necessary. 

Referral  to  Voucher  Dav  Care 

During  the  development  of  an  employment  plan,  ET  workers  assess  the  child 
care  needs  of  clients  and  refer  those  who  will  need  voucher  day  care  while 
participating    in    ET    to    the    voucher    management,    agency    located    in    welfare 
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offices.  Agency  staff  interview  clients  to  determine  their  specific  day  care 
needs  and  preferences,  counsel  them  about  the  range  of  child  care  options 
available,  and  issue  vouchers  once  clients  choose  a  provider. 

Clients  participating  in  the  voucher  day  care  program  must  pay  a  small  fee 
toward  the  cost  of  voucher  day  care  services.  This  fee  is  consistent  with  the 
sliding  fee  scale  established  by  the  Department  of  Social  Services  for  the 
contracted  day  care  system.  The  fee  is  paid  directly  to  the  provider  and  varies 
with  a  client's  income,  the  type  of  day  care  arrangement,  family  size,  and  the 
number  of  children  receiving  care.  In  FY88,  parents  with  children  in  voucher 
day  care  will  pay  an  average  of  $22  per  month,  or  $264  annually,  in  fees. 

The  Need  fpr  SnhdHbrd  Child  Care  Among  ET  Graduates 

Most  ET  graduates  will  continue  to  need  subsidized  child  care  beyond  the 
first  year  of  employment  if  they  are  to  remain  self-sufficient.  During  the 
first  year  of  employment,  ET  graduates  are  eligible  to  receive  voucher  day 
care.  The  percentage  of  ET  graduates  in  their  first  year  of  employment  who 
use  voucher  day  care  increased  dramatically  over  the  past  three  years.  As  the 
following  graph  shows,  in  July  1985  only  9%  of  recent  graduates  were  using 
voucher  day  care.  By  June  of  1988,  more  than  35%  of  ET  graduates  will  be 
using  day  care  in  their  first  year  of  employment.  This  increase  is  a  direct 
result  of  increased  participation  by  women  with  children  under  six  —  from  18% 
to  55%  in  FY88. 
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After  this  first  year,  the  long-term  day  care  needs  of  ET  graduates  must  be 
met  through  the  Department  of  Social  Services  contracted  day  care  system. 
The  contracted  day  care  system  is  the  Commonwealth's  primary  means  of 
delivering  subsidized  day  care.  The  Department  of  Social  Services  contracts 
with  day  care  centers  and  family  day  care  systems  around  the  state  to  provide 
child  care  to  low-income  families.  Initially,  families  are  eligible  for  contracted 
day  care  if  their  income  does  not  exceed  70%  of  the  state  median  ($17,964  for 
a  family  of  three).  After  their  children  have  been  placed  in  contracted  slots, 
families  remain  eligible  for  subsidy  until  their  income  reaches  115%  of  the 
state  median. 

In  order  to  ensure  that  ET  graduates  receive  continued  subsidy,  voucher 
management  agencies  work  with  them  to  make  sure  their  names  are  on  waiting 
lists  for  appropriate  contracted  slots  and  transfer  them  to  these  slots  as  they 
become  available.  The  number  of  ET  graduates  approaching  the  end  of  their 
one  year  eligibility  for  voucher  day  care  each  month,  however,  is  usually 
greater  than  the  number  of  slots  that  are  available.  In  FY86,  the  Department 
began  to  extend  the  vouchers  of  ET  graduates  waiting  to  transfer  to  a 
contracted  slot  in  order  to  ensure  continuity  of  care  for  their  children.  The 
Department  extends  vouchers  only  until  an  appropriate  contracted  slot  becomes 
available.  Beginning  in  FY88,  extended  vouchers  are  funded  directly  by  the 
Department  of  Social  Services. 


The  Advantages  of  Voucher  Day  Care 

While  the  Department  of  Social  Services  contracted  day  care  system  offers  the 
advantage  of  permanence  to  working  clients  with  stable  day  care  needs,  the 
voucher  system  offers  ET  participants  more  flexibility  and  more  choices. 
Unlike  the  contracted  day  care  system,  independent  family  day  care  homes  are 
registered  with  the  Office  for  Children  and  are  eligible  to  participate  in  the 
voucher  day  care  program.  In  contrast,  the  Department  of  Social  Services 
contracts  only  with  day  care  centers  and  family  day  care  systems.  The 
voucher  day  care  system  offers  ET  clients  a  much  wider  range  of  providers, 
and  thus  can  meet  the  needs  of  clients  who  work  non-traditional  hours  or  who 
may  have  limited  day  care  needs  because  their  training  or  education  component 
meets  only  several  hours  a  day  or  a  couple  of  days  a  week.  This  can  been 
particularly  important  in  ensuring  that  an  adequate  supply  of  infant  and 
toddler  care  is  available  to  meet  the  needs  of  clients  with  young  children  who 
volunteer  to  participate  in  ET.  Finally,  the  voucher  system  is  more  able  to 
respond  to  the  immediate  needs  of  ET  participants.  When  an  individual  is 
scheduled  to  begin  a  training  program  and  has  chosen  a  day  care  provider,  a 
voucher  can  be  issued  immediately,  preventing  delays  in  participation.  Under 
the  contracted  day  care  system,  the  parent  has  to  wait  for  a  slot  in  the 
appropriate  geographic  region  and  program  type  to  become  available. 

Continued  growth  in  the  number  of  Department  of  Social  Services  basic 
contracted  day  care  slots  is  essential  if  the  demand  for  long-term  subsidized 
child  care  among  ET  graduates  is  to  be  met.  Without  such  care,  some 
individuals  may  be  forced  to  return  to  the  AFDC  caseload. 
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FY89  REQUEST 

The  Administration  is  requesting  $53,271^246  in  FY89  for  voucher  day  care. 
This  funding  will  provide  child  care  to  an  average  of  12,204  children  each 
month,  supporting  the  Department's  FY89  ET  placement  goals.  This  request 
funds  services  for  new  ET  participants  and  placements  in  FY89,  as  well  as  the 
annualized  costs  of  FY88  ET  participants  and  placements  who  have  continuing 
needs  for  voucher  day  care. 

A.  Direct  Service  Costs  $49,976 

Direct  service  costs  are  the  costs  of  reimbursing  voucher  day  care 
providers  for  services  delivered  to  ET  participants  and  graduates.  Staff 
wages,  geographic  location,  ages  of  children  served,  and  type  of  day  care 
arrangement  all  influence  a  voucher  provider's  daily  rate.  The  daily  rate  is 
negotiated  by  the  Department  of  Social  Services  following  guidelines  on 
maximum  daily  rates  set  by  the  Rate  Setting  Commission.  In  FY89,  the 
Department  projects  the  annual  voucher  day  care  direct  service  cost  to  be 
approximately  $4,095  per  child.  Funds  shown  would  provide  voucher  day 
care  services  to  an  average  of  12,204  children  of  ET  participants  and 
graduates  each  month. 

1.  ET  Participants  $26314 

ET  participants  are  those  individuals  participating  in  one  of  the 
components  of  the  ET  program,  such  as  education,  skills  training, 
supported  work,  or  job  search.  The  Department  projects  than  an 
average  of  6,426  children  of  ET  participants  per  month  will  need 
voucher  day  care  in  FY89. 

2.  ET  Placements  $23,662 

ET  placements  arc  individuals  who  have  either  found  employment  in 
FY89,  or  were  placed  in  FY88  and  are  in  their  first  twelve  months  of 
employment.  The  Department  projects  that  an  average  of  5,778  children 
per  month  will  need  voucher  day  care  in  FY89. 

B.  Voucher  Management  $3,295 

Voucher  management  costs  for  both  the  DSS  central  office  Voucher  Day 
Care  unit  and  the  voucher  management  agencies  consist  of  staff  salaries, 
space    and    equipment    rental,    travel,    supplies    and    other    administrative    items. 
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ET  CHOICES  FOR  GFNFPAT    RFI TKF  RFCIPIENTS  (4407-1010^ 


FY86  FY87  FY88  FY89  Request 


Expenditures\ 

Appropriations  $1359,000  $2,000,000       $2,892,000  $2,142,000* 


In  FY85,  the  Department,  with  the  support  of  the  Administration  and 
Legislature,  made  major  strides  in  extending  opportunity  to  all  by  expanding 
ET  Choices  to  include  employment  and  training  services  for  General  Relief 
recipients.  Extending  these  employment  opportunities  to  GR  recipients 
requires  attention  to  their  special  needs;  many  GR  recipients  have  little  or  no 
work  history  and  often  face  mental  or  physical  disabilities.  Although  General 
Relief  recipients  are  usually  considered  among  the  hard  core  unemployed,  the 
Department  has  found  that  with  the  proper  support  and  mix  of  services  a 
substantial  number  of  them  can  find  employment  and  achieve  self-sufficiency. 
Since  the  GR-ET  program  began,  over  4,500  General  Relief  recipients  have 
found  jobs.  The  FY89  goal  for  GR-ET  is  to  place  an  additional  1,400  GR 
clients  into  full-time  jobs. 


PROGRAM  COMPONENTS 

Participants   in   the   GR-ET   program   may   choose   the   same   program   options   and 
support  services  that  are  available  to  AFDC  participants.     These  include: 

o    Job  Placement 

GR-ET  offers  job  placement  services  through  an  interagency  agreement 
with  the  Division  of  Employment  Security  (DES)  to  individuals  who  are 
prepared  to  enter  employment.  In  addition,  the  Department  has  an 
interagency  agreement  with  the  Executive  Office  of  Manpower  Affairs 
through  the  Comprehensive  Offender  Employment  Resource  System 
(COERS).  This  program  provides  job  development  and  placement 
services  for  ex-offenders. 


Reflects   transfer   of  $750,000   for   the   supported   work   for   the 
emotionally  disabled  program  to  the  Massachusetts  Rehabilitation  Commission. 

Includes    $1,292,000    in    the    GR-ET    state    appropriation    account    (4407- 
1010)  and  $850,000  from  the  Food  Stamp  ET  federal  grant  account. 
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o     Career  Planning 

Career  Planning  is  available  for  individuals  who  need  a  better 
understanding  of  their  skills,  educational  level  and  potential  employment 
options.  An  assessment  is  often  the  first  step  toward  entering  one  of 
the  other  GR-ET  components. 

o    Adult  Education  and  literacy 

Educational  courses  are  available  for  participants  who  need  pre- 
vocational  training  such  as  Adult  Basic  Education,  English  as  a  Second 
Language  (ESL)  and  General  Equivalency  Degrees  (GED).  These 
programs  are  targeted  for  individuals  who  lack  the  basic  educational 
and  English  language  skills  necessary  to  compete  in  the  labor  market. 

O     Skilk   Training 

Skills  training  programs  are  designed  for  individuals  who  lack 
marketable  skills  in  a  variety  of  different  fields.  Examples  of  GR-ET 
skills  training  areas  include  typing  and  computer  training. 

o    Supported  Work 

Supported  Work  is  designed  for  individuals  who  have  little  recent  work 
experience  and  a  sporadic  employment  history.  Supported  Work 
participants  are  placed  in  worksites  where  they  receive  skills  training, 
counseling,  peer  support  and  close  supervision.  As  participants 
progress,  responsibility  increases  so  that  the  transition  to  full-time 
employment  is  gradual  and  successful. 

o    Child  Care  and  Transportation 

Two    critical    support  services    -    transportation    and    child    care    -    are    also 

available    to    GR-ET  participants.       Lack   of   transportation   and    inadequate 

child    care    can    be  major    obstacles    that    prevent    participation    in    the 

program's    activities.  The    provision    of    transportation    and    child    care, 

therefore,  are  crucial  to  the  success  of  the  GR-ET  program. 


TARGET  GROUPS 

Given  the  significant  barriers  to  employment  that  exist  for  GR  recipients, 
participation  in  the  GR-ET  program  is  voluntary.  Although  all  GR  recipients 
are  eligible  to  participate,  the  program  has  targeted  distinct  recipient  groups 
for  whom  employment  is  an  especially  viable  option.     These  target  groups  are: 

o     GR    Fajnilies, 

GR  families  are  the  fastest  growing  recipient  group  in  the  caseload. 
Between  FY84  and  December  of  FY88,  the  number  of  GR  families  rose 
from  1352  to  5,000.  A  major  explanation  for  this  growth  is  federal 
eligibility  restrictions  that  cut  many  families  from  the  AFDC  rolls, 
making  them  eligible  for  GR.  In  addition,  many  families  once  served  by 
the    Refugee    Resettlement    Program    who    lose    eligibility    may    receive 
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benefits  through  General  Relief.  Because  approximately  4,600  children 
are  members  of  GR  families,  the  Department  is  especially  committed  to 
providing  services  to  this  recipient  group. 

o    Individuals  Aye  4S  and  Over 

In  December  of  FY88,  approximately  1,000  GR  recipients  were  age  45 
and  over.  These  individuals  often  lack  an  employment  history  or 
marketable  skills  necessary  to  enter  the  competitive  job  market.  Thus, 
this  group  generally  benefit  from  the  supported  work  component  offered 
by  the  GR-ET  program. 

o    Ex-Offenders 

Ex-offenders,  who  are  eligible  for  GR  benefits  for  two  months,  often 
experience  unique  obstacles  to  employment.  Through  an  interagency 
agreement  with  the  Comprehensive  Employment  Resource  System 
(COERS),  ex-offenders  receive  job  development  and  placement  services. 

o   Half-way  House  Residents  \ 

Approximately  1,000  General  Relief  recipients  who  are  residents  of  a 
half-way  house  also  face  obstacles  to  securing  employment,  including 
drug  dependency  and  mental  disabilities,  that  the  intensive  peer  support 
and  counseling  available  through  supported  work  can  help  them 
overcome. 

o    Homeless  Individuals  and  Families 

An  estimated  1,200  GR  recipients  are  homeless  and  are  living  in  state 
funded  shelters  or  receiving  services  through  day  treatment  programs. 
GR-ET  can  help  many  of  these  recipients  find  employment  with  wages 
sufficient  to  help  them  find  permanent  housing. 
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FYB9  REQUEST 


Estimated 

FY88 

Expenditures 

FY89 
Request 

Supported  Work  for  the 
Emotionally  Disabled 

$750,000 

NA.' 

Job  Placement  and 
Development 

$750,000 

$780,000 

Comprehensive  Offender 
Employment  Resource  System 

$330,000 

$300,000 

Supported  Work 

$729,000 

$729,000 

Education  and  Skills 
Training 

$333,000 

$333,000 

TOTAL 

$2,892,000 

$2,142,000 

1.    Job  Placement  and  Development 


$780,000 


ET  will  continue  to  offer  job  placement  and  counseling  services  through  an 
interagency  agreement  with  the  Division  of  Employment  Security  (DES)**  to 
individuals  who  are  prepared  to  enter  employment.  The  agreement  funds  a 
prograio  called  the  Employment  Network  which  is  managed  by  DES  and 
serves  ET  participants  exclusively.  The  Employment  Network  offers  a  broad 
range  of  services,  including  client  appraisal,  instruction  and  practice  in 
resume  writing,  interviewing  techniques,  filling  out  job  applications,  and 
developing  job  leads.  Clients  have  access  to  a  complete  range  '  of  job 
listings  through  the  DES  job  bank  and  at  local  offices.  DES  also  provides 
follow-up  to  ET  graduates  at  30  and  180  days  after  placement.  In  FY89, 
DES  will  place  at  least  500  GR  recipients  into  priority  jobs. 


The  Massachusetts  Rehabilitation  Commission  will  fund  and  administer 
this  program  directly  in  FY89.  $750,000  has  been  transferred  to  MRC 
for  this  program. 

With  approval,  the  Division  of  Employment  Security  and  the  Office  of 
Training  and  Employment  Policy  will  be  organized  into  a  single  jobs 
agency,  renamed  the  Department  of  Employment  and  Training. 
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2.  Comprehensive  Offender  Employment  Resource  System  .  $300,000 

Through  an  interagency  agreement  with  the  Executive  Office  of  Economic 
Affairs,  the  Comprehensive  Offender  Employment  Resource  System  (COERS) 
provides  job  development  and  placement  services  to  General  Relief  ex- 
offenders.  The  FY89  request  will  provide  services  to  approximately  500 
individuals,  resulting  in  250  job  placements. 

3.  Supported  Work  $729,000 

Supported  Work  is  designed  for  individuals  with  no  recent  work  experience 
and  a  sporadic  employment  history.  The  program  stresses  graduated 
responsibilities,  peer  support,  and  close  supervision  in  order  to  ensure  a 
successful  transition  to  self-sufficiency.  In  FY88,  the  Department  has 
contracted  with  six  contractors  with  experience  managing  supported  work 
programs  for  AFDC  recipients  to  expand  their  programs  to  serve  GR 
recipients.  The  FY89  request  will  fund  approximately  360  GR-ET  supported 
work  slots.     Approximately  250  individuals  will  be  placed  into  employment. 

4.  Education  and  Skills  Training  $333,000 

Since  GR-ET  began  in  FY85,  the  Department  has  directly  contracted  with 
agencies,  schools,  and  other  non-profit  organizations  in  order  to  ensure 
that  a  variety  of  education  and  skills  training  programs  are  available  for 
GR-ET  participants.  Beginning  in  FY89,  the  Department  will  consolidate 
management  of  these  contracts  into  an  interagency  agreement  with  the  new 
Department  of  Employment  and  Training.  Funds  shown  will  purchase 
approximately  255  education  and  skills  training  slots,  leading  to  125  job 
placements. 
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ATP  TO  FAMILTES  WITH  DEPENDENT  CHILDREN  (4403-2000>) 


FY86 

FY87 

FY88 

FY89  Request 

Expenditures 

S432.1M 

$4773M 

$554.1M 

S585.1M 

Average  Monthly 
Caseload" 

84,400 

85,000 

85,200 

86300 

Average  Monthly 
Recipients 

237,900 

237,700 

247,100 

250,300 

•Projected 

The  AFDC  program  is  a  50%  federally  funded,  state-administered  program  of 
cash  assistance  to  low-income  families  with  children.  In  FY88,  the  AFDC 
program  will  serve  more  than  85,000  low-income  families,  including  over 
160,000  children,  each  month.  Over  the  course  of  a  year,  the  program  serves 
more  than  120,000  different  families.  In  order  to  qualify  for  AFDC,  a  family 
must  have  a  dependent  child  with  an  absent,  deceased,  disabled  or  unemployed 
parent.  In  addition,  women  in  the  third  trimester  of  pregnancy  with  no  other 
dependents  also  qualify  for  AFDC  benefits.  Women  in  the  first  two  trimesters 
of  pregnancy  are  ineligible  for  the  federal  AFDC  program,  but  the  state 
provides  AFDC  level  benefits  to  these  women  at  100%  state  expense. 
Applicants  must  meet  financial  eligibility  requirements.  Most  AFDC  families 
rely  on  the  AFDC  grant  to  meet  their  basic  needs.  Nearly  90%  of  all  AFDC 
families  have  no  income  other  than  the  monthly  grant  and  food  stamp  benefits. 


FY83  TO  FY88  INITIATIVES 

Between  FY83  and  FY88,  the  Department,  the  Administration  and  the  Legisla- 
ture have  improved  the  AFDC  program  in  a  number  of  ways.  These  changes 
include: 

o    AFDC  Benefits  up  47% 

Since  FY83,  the  Administration  and  the  Legislature  have  provided  benefit 
increases  which,  for  the  first  five  year  period  in  more  than  15  years,  more 
than  kept  up  with  inflation.  From  FYS4  to  FY88,  AFDC  benefits  increased 
47%,  while  inflation  during  this  period  was  only  22%.  Despite  the  47% 
increase   in   benefits,  AFDC   expenditures   as   a  percentage   of  the   state  budget 


Includes    approximately    600-750    cases    funded    at    100%    state    expense. 
These   cases   include   pregnant   women   in   the   first   two   trimesters   of 
pregnancy    who    have    no    other    dependents    and    families    receiving    Family 
Reunification  Benefits. 
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actually  decreased.  In  comparison,  between  FY80  and  FY83  consumer  prices 
increased  40%,  as  indicated  by  the  Boston  Consumer  Price  Index,  while 
AFDC  benefits  increased  by  a  total  of  only  16%. 

In  FY88  alone,  AFDC  benefits  were  raised  7%  for  clients  in  subsidized 
housing  and  11%  for  clients  in  unsubsidized  housing  through: 

-  a  7%  increase  in  the  payment  standard;  and 

-  a   $25    increase    in    the   rent    allowance   to   $40   per   month   for   families 
in  private,  nonsubsidized  housing. 

A  commonly  used  measure  of  the  adequacy  of  benefits  is  the  federal 
poverty  line.  Although  no  state  in  the  nation  provides  AFDC  benefits  equal 
to  the  poverty  line,  the  Commonwealth's  AFDC  benefits  relative  to  the 
federal  poverty  line  have  risen  significantly  since  FY83.  For  clients  in 
private,  unsubsidized  housing,  benefits,  including  available  federal  food 
stamps,  are  now  93%  of  the  poverty  line  for  a  family  of  three.  In  FY83, 
AFDC  benefits  including  food  stamps  equaled  only  79%  of  the  federal 
poverty  line.  As  the  chart  below  indicates,  benefit  increases  between  FY83 
and  FY88  have  helped  restore  the  loss  of  purchasing  power  that  occurred 
between  FY79  and  FY83.  y 
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In  December  1987,  the  Department  released  a  study  updating  the  Standard 
Budgets  of  Assistance  for  families  in  the  Commonwealth  released  a  year 
ago.  The  study  considers  each  item  of  a  family's  budget  individually, 
assembling  recent  data  and  applying  inflation  factors.  Because  housing 
expenses  are  the  largest  component  of  a  family's  budget  --  and  vary 
widely  for  different  types  of  housing  —  the  study  sets  three  separate 
standards.  The  updated  Standard  Budgets  of  Assistance  for  a  family  of 
three  are: 


STANDARD  BUDGETS  OF  ASSISTANCE 

In  public  housing  $9,430 

In  private  housing  outside  of  Boston  and  not  on  Cape  Cod  $10,921 

In  private  housing  in  Greater  Boston  and  on  Cape  Cod  $11,705 


A  complete  copy  of  the  study  follows  later  in  this  volume. 

o    Employment  and  Training  Choices  Program  —  Nearly  41.000  Job  Placements 

The  Massachusetts  Welfare  Department  has  pioneered  a  creative  employ- 
ment and  training  program  for  welfare  recipients  called  ET  Choices.  This 
program  helps  welfare  recipients  obtain  employment  by  providing  them  with 
education,  training,  job  search  services  and  day  care.  Since  its  inception  in 
October  1983,  ET  has  placed  nearly  41,000  AFDC  recipients  into  full  or 
part-time  jobs.  Of  these  clients,  70%  are  off  the  caseload.  The  average 
starting  wage  in  full-time  jobs  of  $13,500  per  year  is  nearly  twice  the 
maximum  AFDC  benefits.  The  ET  program  has  resulted  in  estimated  savings 
of  more  than  $132  million  in  calendar  year  1987  alone. 

o    Improved  Child  Sup|>ort  Activity 

Inadequate  child  support  is  one  of  the  major  barriers  to  opportunity  for 
AFDC  families.  About  90%  of  AFDC  families  rely  on  welfare  because  one 
parent  is  absent  and  provides  either  no  child  support  or  support  insufficient 
to  provide  adequately  for  their  needs.  If  absent  fathers  met  their  legal  and 
moral  obligation  to  support  their  families,  welfare  rolls  could  be  cut 
substantially  and  children  would  receive  the  support  to  which  they  are 
entitled.  With  the  passage  of  Chapter  310  of  the  Acts  of  1986,  the 
Legislature  improved  the  Commonwealth's  ability  to  pursue  child  support 
enforcement  aggressively: 

-  During  FFY86,  the  Commonwealth  collected  child  support  payments  on 
behalf  of  48,100  (40%)  of  the  121,700  families  on  the  child  support 
caseload  —  the  highest  collection  rate  in  the  nation.  Of  121,700 
child  support  families,  approximately  two-thirds  are  current  or  former 
AFDC  families. 
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-  In  FY87,  the  Welfare  Department  collected  a  record  $53  million  in 
child  support  -.-  about  25%  more  than  three  years  ago.  Nearly  $10 
million  of  these  collections  went  directly  to  AFDC  recipients  in 
addition  to  their  AFDC  grants  under  a  new  federal  procedure. 

-  As  a  result  of  child  support  enforcement  activities,  5,600  families  left 
the  AFDC  caseload  during  FY87. 

For  FY88  child  support  enforcement  has  been  turned  over  to  the 
Department  of  Revenue  (DoR),  which  will  be  able  to  offer  this  service  to 
women  before  they  come  on  the  welfare  caseload.  (As  part  of  the 
Administration's  efforts  to  eliminate  the  barriers  represented  by  inadequate 
child  support,  the  Governor  recently  signed  Chapter  490  of  the  Acts  of 
1987,  an  act  that  further  strengthens  DoR's  ability  to  pursue  child  support 
enforcement  aggressively.)  In  FY88,  DoR  expects  to  help  through  child 
support  alone  or  in  combination  with  earnings  7,600  AFDC  families  leave 
the  caseload,  2,000  more  than  in  FY87.  DoR  will  also  help  2,000  famines 
stay  off  AFDC  by  helping  establish  and  collect  on  child  support  orders  for 
families  before  they  come  on  the  AFDC  caseload.  In  addition,  DoR  has 
committed  to  collecting  $63  million  in  child  support  owed  to  families  who 
are  on  AFDC,  of  which  $11  million^  will  go  directly  to  AFDC  recipients. 

Despite  the  many  improvements  made  to  child  support  enforcement  over 
the  last  five  years,  few  AFDC  families  benefit  from  child  support 
collections.  The  chart  below  shows  that  monthly  child  support  activity  still 
can  be  improved  significantly.  While  approximately  79,000  families  are  on 
AFDC  due  to  the  absence  of  one  parent,  less  than  half  of  these  families 
have  established  child  support  orders.  For  the  35,000  families  who  do  have 
child  support  orders,  full  payments  will  be  collected  on  behalf  of  only  8,000 
of  these  families. 
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Child  Support 
Related  Closings 


o    Expanded  Eligibility  For  Vulnerable  Populations 

The  Legislature  and  the  Administration  have  also  developed  programs  to 
address  specific  critical  needs  within  the  AFDC  population.  These  programs 
include: 

-  Extended  Assistance  to  Pregnant  Women  who  are  in  their  first  or 
second  trimester  of  pregnancy,  and  who  have  no  other  dependents,  as 
provided  for  by  Chapter  398  of  the  Acts  of  1984.  Over  600  such 
pregnant  women  per  month  receive  assistance  at  AFDC  levels.  This 
program  is  intended  to  prevent  medical  complications  that  cause 
permanent  damage  to  children  born  to  low-income  women.  Until 
1981,  when  the  Reagan  Administration  made  these  women  ineligible, 
AFDC  had  been  available  to  all  pregnant  women.  In  addition,  the 
state  has  recently  raised  the  income  ceiling  at  which  these  pregnant 
women  qualify  for  Medicaid  to  approximately  $5,500  annually. 
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The  state  has  also  established  Healthy  Start,  a  program  of  perinatal 
care  for  low-income  mothers  that  is  funded  fully  at  state  expense  and 
administered  by  the  Department  of  Public  Health.  Available  to  women 
with  incomes  under  185%  of  the  federal  poverty  level,  Healthy  Start 
also  pays  for  medical  care  for  the  mother  through  the  60th  day  after 
the  baby's  birth. 

-  Extended  Eligibility  for  the  Working  Poor  through  a  70%  increase  in 
the  AFDC  eligibility  standard  since  FY83.  In  addition,  the  Deficit 
Reduction  Act  of  1984  (DEFRA)  made  it  easier  for  working  poor 
families  to  qualify  for  assistance  by  extending  the  $30  earnings 
disregard  from  4  to  12  months. 
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-  Family  Reunification  Benefits,  offering  continued  assistance  to 
families  whose  children  are  temporarily  removed  from  the  home  by 
the  Department  of  Social  Services,  so  that  families  do  not  become 
homeless  as  they  prepare  for  the  planned  return  of  their  children. 
During  FY88,  the  Department  has  assisted  approximately  100  families 
each  month. 

-  Supplemental  Payments  to  protect  clients  with  earnings  from 
fluctuations  in  monthly  income  due  to  the  federally  mandated 
retrospective  budgeting  process.  Under  retrospective  budgeting,  a 
client  who  loses  her  job  may  have  to  wait  as  long  as  two  months 
until  her  grant  is  increased  to  reflect  her  lower  earnings  level.  The 
Department  provides  supplemental  payments  to  compensate  for  the 
reduction  in  earnings  until  the  regular  grant  can  be  changed. 

o    Changes  in  the  Emergency  Assistance  Program  to  Prevent  Homelessncss 

Chapter  450  of  the  Acts  of  1983  dramatically  expanded  the  Emergency 
Assistance  program  to  provide  more  comprehensive  services  to  prevent 
homelessness.  As  a  result,  expenditures  increased  from  $7.5  million  in  FY83 
to  over  $36  million  in  FY87.     Key  reforms  include: 

-  eliminating  restrictive  caps  on  payments  for  utility  and  rent 
arrearages,  advance  rent  and  security  deposits,  and  hotel  and  motel 
stays; 

-  authorizing  Emergency  Assistance  for  the  prevention  of  homelessness 
during  certain  critical  situations  such  as  residential  over-crowding  or 
violence  against  a  family  member;  and 

-  extending  eligibility  for  Emergency  Assistance  to  pregnant  women  in 
their  first  and  second  trimester  of  pregnancy. 

For  FY88,  additional  policy  changes  have  been  made  to  improve  further  the 
Department's  efforts  at  homelessness  prevention  by  providing: 

-  advance  rent,  security  deposit,  and  moving  expenses  for  clients  forced 
to  move  for  medical  reasons  or  when  the  family  is  in  an 
overcrowded  situation; 

-  rent  arrearages  to  help  clients  regain  eligibility  for  public  housing; 

-  reimbursement  for  transportation  and  child  care  expenses  that  are 
incurred  during  housing  search; 

-  reimbursement  for  transportation  to  and  from  medical  appointments; 
and 

-  a  $49  monthly  nutrition  allowance  for  families  in  temporary 
emergency  shelter. 
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o    Management  Improvements 

Over  the  past  five  years,  the  Department  has  made  major  improvements  in 
both  the  efficiency  and  the  accuracy  of  the  AFDC  program.  Key  improve- 
ments include: 

-  Reducing  the  AFDC  error  rate  from  almost  12%  in  FY83  to 
approximately  3%  in  FY88,  and 

-  Implementing  a  computerized  vendor  payment  system  in  November 
1985  to  better  monitor  payments  to  vendors  and  manage  Emergency 
Assistance  spending,  and  to  speed  the  payment  process  to  landlords. 


FY83  to  FY88  PERFORMANCE:  BREAKING  DOWN  THE  BARRIERS 

Since  FY83,  the  Administration  has  developed  a  comprehensive  approach 
designed  to  eliminate  the  major  barriers  to  self-sufficiency:  teen  pregnancy, 
high  school  dropouts,  drug  and  alcohol  abuse,  illiteracy,  and  lack  of  child 
support.  The  Department's  efforts  over  the  past  five  years  to  bring  the 
Employment  and  Training  Choices  (ET)  program  and  child  support  to  an 
increasing  number  of  AFDC  families  reflects  the  Administration's  commitment 
to  providing  a  lasting  route  out  of  poverty  for  low-income  families.  As 
described  below,  these  efforts  have  resulted  in  a  lower  AFDC  caseload  and 
shorter  stays  on  welfare. 

o    AFDC  Caseload  Down  5%  Since  FY83 

As  the  graph  below  shows,  the  AFDC  caseload  has  declined  5%  from  88,600 
to  84,200.     A  special  report  on  caseload  trends  is  included  in  this  volume. 
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o    Average  Length  of  Stay  on  AFDC  down  25% 

One  of  the  most  marked  trends  affecting  the  AFDC  caseload  in  the  past 
few  years  has  been  a  significant  decline  in  the  length  of  AFDC  stays.  The 
average  length  of  stay  on  AFDC  has  fallen  by  25%,  from  37  months  on 
October  1,  1983  to  28  months  on  February  L,  1988.  Today's  AFDC  families 
require  AFDC  for  periods  that  average  9  months  less  than  families  on  AFDC 
five  years  ago. 


AVERAGE  LENGTH  OF  STAY  ON  AFDC 
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o    Clients  on  AFDC  Five  Years  or  More  Down  33% 

Similarly,  the  number  of  AFDC  clients  who  have  been  on  the  caseload 
continuously  for  five  years  or  more  has  dropped  33%,  from  20,800  on 
October  1,  1983,  to  14,000  on  February  1,  1988.  This  decrease  outpaced  a 
decline  of  5%  in  the  caseload  as  a  whole  during  the  same  period,  and  shows 
that  expanding  the  opportunities  available  to  clients  leads  to  less  reliance 
on  AFDC. 


FAMILIES  ON  AFDC  5  YEARS  OR  MORE 
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o    Two  Parent  Families  on  AFDC  Down  62% 

Since  October  1,  1983,  the  number  of  two-parent  families  on  AFDC  has 
declined  62%  from  2,800  to  1,100.  ET  has  been  particularly  effective  in 
helping  these  two-parent  families  to  become  self-sufficient  and  leave  the 
AFDC  caseload. 


TWO  PARENT  FAMILIES  ON  AFDC 
FY84  -  FY88 


Families 

3,000   r 


2.500   - 


2,000 


1,500 


1.000 


July83      Jan84      July84      Jan85     July85      Jan86     July86      Jan87     July87     Jan88 


FY89  INITIATrVES 

In  FY89,  the  Department  will  continue  the  initiatives  noted  above.  In  addition, 
the  Governor's  H.l  budget  requests  funding  for  the  following  three  initiatives 
for  FY89: 

o    53%  Cost  of  Living  Increase 

For  FY89,  the  Governor  has  requested  a  55%  cost  of  living  adjustment 
(COLA)  for  AFDC  families.  If  approved  by  the  Legislature,  the  55%  COLA 
will  result  in  a  cumulative  increase  of  54%  since  FY83,  nearly  twice  the 
inflation  rate  of  29%  for  the  same  period. 
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AFDC  BENEFIT  INCREASE  V.  INFLATION 

FY83  -  FY89 
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o    Homelessness  Prevention  Initiative 

For  FY89,  the  Department  is  proposing  a  $22.4  million  homelessness 
prevention  program  designed  to  re-orient  the  Commonwealth's  homeless 
service  system  for  families  away  from  reliance  on  expensive  "back-end" 
solutions,  such  as  hotels  and  motels,  and  toward  early  intervention  and 
prevention  of  homelessness.  This  initiative  will  stress  the  use  of  less 
expensive  preventive  services,  such  as  landlord/tenant  mediation,  Emergency 
Assistance,  and  social  services  to  help  families  retain  their  housing  and 
avoid  homelessness.  In  addition,  this  initiative  proposes  the  creation  of  a 
new,  limited  rent  subsidy  that  will  be  available  to  eligible  families  in 
imminent  danger  of  becoming  homeless. 

Two  key  management  components  of  this  initiative  are: 

-     The    early    identification    by    Welfare    Department    workers    of    AFDC 
families  who  are  at  risk  of  becoming  homeless;  and 
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-  Housing  case  management  and  assistance  by  new  housing  specialists  in 
local  Welfare  offices  who  will  ensure  that  these  families  are  referred 
to  and  receive  appropriate  services. 

This  proposal  is  described  in  greater  detail  in  the  special  report  on  services 
for  the  homeless. 

o    ET  Improwfnifntft  —  More  Job  Placements 

In  FY89,  the  Department  will  continue  to  offer  its  basic  ET  programs  to 
AFDC  families:  career  planning,  supported  work,  skills  training,  and  job 
placement  These  programs  have  placed  nearly  41,000  AFDC  famines  into 
full-  or  part-time  jobs,  and  saved  an  estimated  $132  million  through  case 
closings  and  benefit  reductions  in  1987  alone.  In  FY88,  the  Department 
has  strengthened  the  incentives  for  contractors  to  place  clients  in  good 
jobs  by  reimbursing  contractors  only  for  jobs  paying  $5  or  more  per  hour 
after  30  days.  This  wage  floor  will  be  even  higher  in  FY89.  In  FY89  the 
Department  expects  to  help  an  additional  12,000  clients  obtain  quality  job 
placements  and  continue  to  target  harder  to  serve  families,  such  as 
Hispanics  and  pregnant  teens.  \ 


FIFMKNTS  OF  THE  AFDC  PROGRAM 

The  AFDC  program   includes  a  range  of  services  from  ET  and  child  support  to 

regular    monthly    cash    grants  for    eligible    families.       Other    components    of    the 

AFDC    program    include    the  Emergency    Assistance    program    and    a    range    of 
targeted  assistance  programs. 

A.  Cash  Assistance 

To    be    eligible    for    cash    assistance,    families    must    meet    both   the   program's 
categorical  and  financial  requirements. 

L    Categorical   FKgihi1ify 

There  are  two  principal  components  of  the  AFDC  program: 

o  The  Basic  AFDC  program,  which  provides  assistance  to  single- 
parent  families  and  two-parent  families  in  which  one  parent  is 
incapacitated.  Children  whose  families  are  eligible  under  the  Basic 
AFDC  program  are  deprived  of  the  economic  support  of  at  least 
one  parent  due  to  that  parent's  death,  disability,  or  continued 
absence.     All  states  have  Basic  AFDC  programs. 

o  The  Unemployed  Parent  (IIP)  program,  which  provides  assistance 
to  intact  families  in  which  the  principal  earner  is  unemployed. 
For  these  families  to  be  eligible,  the  principal  wage  earner  must: 

-  currently  be  unemployed  or  have  been  employed  less  than 
100  hours  during  the  month  preceding  the  date  of 
application; 

-  have  a  work  history  that  meets  the  program's  requirements; 
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-  have  been  denied  or  have  exhausted  unemployment  benefits; 
and 

-  have  registered  for  the  Employment  and  Training  (ET) 
Program. 

Only  25  states  have  UP  programs. 

In  addition,  pregnant  women  with  no  other  dependents  qualify  for 
benefits  at  AFDC  levels.  Until  1981,  all  pregnant  women  were  eligible 
under  federal  rules  for  the  AFDC  program.  Following  the  passage  of  the 
federal  Omnibus  Reconciliation  Act  of  1981,  however,  women  in  the  first 
or  second  trimester  of  pregnancy  became  ineligible  for  the  AFDC 
program.  In  response,  state  legislation  (Chapter  398  of  the  Acts  of 
1984)  made  these  women  eligible  to  receive  benefits  at  AFDC  levels, 
completely  at  state  expense.  These  cases  are  not  counted  as  AFDC  cases 
under  federal  rules  and  are,  therefore,  counted  separately  from  the 
AFDC  caseload. 

2.   Financial  Fligihflity 

V 

Families  that  are  categorically  eligible  for  either  the  Basic  or  Un- 
employed Parent  program  must  also  meet  financial  eligibility 
requirements  regarding  assets  and  income.  These  requirements  are 
described  below. 

o  First,  a  family's  total  assets  must  be  less  than  $1,000.  Assets 
include  cash  on  hand,  bank  deposits,  securities,  insurance  policies, 
real  estate  equity  other  than  the  family's  home,  and  any  equity 
over  $1,500  in  an  automobile. 

o  Second,  the  family  must  meet  restrictions  on  total  income.  Three 
income  standards  are  used  to  determine  eligibility  and  grant 
levels.     These  standards  include: 

-  Payment  standard:  Established  by  the  Legislature,  this 
standard  reflects  the  maximum  monthly  grant  that  the  state 
will  pay  to  families  of  various  sizes. 

-  Need  standard:  The  amount  established  by  the  Legislature 
and  submitted  to  the  federal  government  by  the  state  to  be 
used  in  the  calculation  of  financial  eligibility.  Under 
federal  regulations,  the  need  standard  must  be  at  least  as 
high  as  the  payment  standard. 

-  Eligibility  standard:  The  maximum  amount  of  gross  income 
that  a  family  can  earn  and  still  be  eligible  for  AFDC.  The 
eligibility  standard  is  set  by  federal  law  at  185%  of  the  need 
standard. 
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The  current  AFDC  income  standards  are  shown  below. 


FY88  AFDC  Income  Standards 

(Family  of  Three** 

Annual 

Monthh/ 

Payment  Standard 

$510 

$  6,120 

Need  Standard 

$510 

$  6,120 

Eligibility  Standard 

$943.50 

$11^22 

(Both  the  payment 

and  need  standards  are 

$40  per  month 

high 

er  for 

families  who  live  in  private,  unsubsidized  housing;  the 

eligibility 

standard 

is  $74  per  month  1 

ligher  for  these  families 

! 

*     Payment,  Need,  and  Eligibility  Standards 

for  families  of 

one 

through  six  people  are  included  in  the 

appendix  at 

the 

end 

of 

this  volume. 

How  Eligibility  is  Determined 

In   order   to  receive  AFDC  benefits  a  family  must   meet   two  income   tests,   a 
gross  income  test  and  a  net  income  test: 

o  Gross  income  test.  If  a  family's  gross  income  is  greater  than  the 
eligibility  standard  ($943.50  per  month  for  a  family  of  three  in 
subsidized  housing)  the  family  is  nol  eligible  for  AFDC.  If  the 
family's  income  is  Igss  than  the  eligibility  standard  the  family  will  be 
eligible  for  assistance  only  if  the  family's  income  also  meets  the  net 
income  test. 

o  Net  income  test.  In  addition  to  meeting  the  gross  income  test,  a 
family  must  have  sel  income  that  is  less  than  the  need  standard 
($510  per  month  for  a  family  of  three  in  subsidized  housing).  Net 
income  is  calculated  by  subtracting  certain  deductions  from  a  family's 
gross  income.     Allowable  deductions  include: 

-  a  work-related  expense  deduction  of  $75  per  month  for  all 
families  with  earnings; 

-  a  child  care  expense  deduction  of  up  to  $160  per  child  per 
month;  and 

-  a  work-incentive  disregard,  commonly  called  "$30  and  a  third", 
which  disregards  the  first  $30  of  a  recipient's  earnings  for 
twelve   months,   and   one-third  of  the  remainder   for   four  months. 
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This  disregard  is  intended  to  ease  the  transition  to  work  by 
avoiding  a  one-to-one  offset  of  earnings  with  reductions  in 
welfare  payments. 

If  after  subtracting  these  allowable  deductions  a  family's  income  is 
less  than  the  need  standard  ($510  for  a  family  of  three)  the  family 
will  be  eligible  for  AFDC.  Benefits  are  equal  to  the  difference 
between  the  need  standard  and  net  income,  but  may  never  exceed  the 
payment  standard. 

An  example  of  the  eligibility  and  benefit  calculations  is  shown  below. 


AN  EXAMPLE  OF  AN  ^nq  RIJG1BILITY  AND  BENEFIT  CALCULATION 

UNDER  FY88  STANDARDS 

Family  Size  =     3;  2  children  in  day  care 

Gross  Income        =     $800  a  month  or  $9,600  a  year 
Housing  type         =     Public  Housing 

o    Step  1  -  Gross  income  test 

Gross  income   =   $800 
Eligibility  standard  =   $94330 
Family  meets  gross  income  test 

o    Step  2  -  Net  income  test 

$800  Gross  Income 

z 25         Work-related  expense  deduction 

$725 

-$320  Maximum  child  care  expense  deduction  for  2 

children  in  day  care  (2  x  $160) 

$405 
z 2Q_  $30  income  disregard 


$375 

-  124  1/3  of  remaining  income  disregarded 

($375  x  033  =   $124) 

$251  Net  Income 

Need  Standard      «     $510 
Net  Income  ■     $251 

Family  meets  net  income  test 

o    Step  3  -  Benefit  calculation 

AFDC  grant  =     Need  standard  -  Net  income 

=     $510  -  $251 
=     $259  per  month  ($3,100  per  year  plus  Medicaid) 
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In  addition,  if  the  family  lived  in  private  housing,  it  would 
be  eligible  for  a  rent  allowance  of  $40  per  month. 

B.   FmeTg^nyy  ASBSteg 

The  Emergency  Assistance  program  is  a  program  of  temporary  assistance 
for  low-income  families  facing  crisis  situations  such  as  homelessness, 
imminent  eviction,  utility  shut-off,  or  natural  disaster. 

To  qualify  for  Emergency  Assistance,  a  family's  gross  income  need  only  be 
less  than  the  eligibility  standard.  No  net  income  test  is  applied.  For 
instance,  in  FY88  a  family  of  three  must  have  a  gross  monthly  income  of 
less  than  $94330.  Although  families  need  not  be  on  AFDC  to  be  eligible 
for  EA  benefits,  most  eligible  families  are.  All  families  eligible  for  EA 
meet  the  following  categorical  requirements: 

o  The  family  has  had  an  eligible  dependent  child  in  the  home  within 
the  six  months  preceding  the  EA  application  or  the  applicant  must  be 
pregnant;  and 

o  The  family  has  not  received  EA  services  during  the  past  twelve 
months. 

Emergency  Assistance  services  can  be  broken  down  into  two  broad 
categories,  services  targeted  to  homelessness  prevention  and  services  to 
families  who  have  already  become  homeless. 

o  Preventive  EA  beneiib  include  payment  for  up  to  four  month's  rent  and 
utility  arrearages  to  help  clients  remain  in  their  housing  and  one 
month's  advance  rent  and  a  security  deposit  to  help  clients  secure  new 
housing.  In  FY87,  the  Department  spent  over  $25  million  on  these 
services. 

o  Homeless  EA  benefits  consist  primarily  of  emergency  shelter  for  homeless 
families  in  a  hotel  or  motel.  In  FY87,  the  Department  spent  over  $11 
million  on  this  benefit. 

Of  the  approximately  36,000  families  who  used  EA  in  FY87,  only  about  4,000 
used  EA  for  emergency  shelter;  the  remaining  32,000  used  EA  benefits  and 
did  not  become  homeless.  The  average  EA  benefit  received  by  AFDC 
families  in  FY87  was  just  over  $900  per  year. 

The  chart  on  the  following  page  provides  more  information  on  the  services 
authorized  under  the  EA  program. 
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FMFR^FNCY  ASSISTANCE  BENEFITS 

Tvpe  of  Benefit 

Amount  of  Benefit 

0 

Emergency  Shelter 

o 

As  needed. 

o 

Advance  Rent 

o 

Amount  of  monthly  rental  charge. 

o 

Security  Deposit 

o 

Amount  of  monthly  rental  charge. 

o 

Moving  Expenses 

o 

Actual  cost  or  $150,  whichever  is  less. 

o 

Bedroom  Furniture 

o 

$175  per  person. 

o 

Kitchen  Furniture 

o 

$107  for  a  family  of  4  or  fewer. 
$23  per  each  additional  member. 

0 

Refrigerator 

o 

$224  for  a  family  of  5  or  fewer. 
$308  for  a  family  over  5,  when  not 
furnished  by  the  landlord. 

0 

Stove 

0 

$229  plus  installation,  when  needed. 

o 

Hot  Water  Heater 

0 

$191  plus  installation,  when  not 
furnished  by  landlord. 

0 

Household  Equipment 

0 

$68  for  each  of  first  two  people. 
$23  per  additional  person. 

o 

Furniture  Storage 

o 

Actual  cost  of  up  to  90  days  of  storage. 

0 

Clothing 

0 

$80.90  per  person. 

o 

Food 

o 

$49  per  family  per  month  while  in 
emergency  shelter. 

o 

Transportation  for 
Medical  Appointments 
and  Housing  Search 

o 

Up  to  $10  per  day 

C  OtheT  Targeted  Services 

In  addition  to  the  monthly  cash  grant  and  Emergency  Assistance,  the 
Department  offers  a  range  of  targeted  programs  to  assist  low-income 
families: 

o  The  Employment  and  Training  Choices  CED  Program  and  Dav  Care. 
Under  the  ET  program,  recipients  may  participate  in  basic  education, 
skills  training,  job  referral,  career  counseling  and  supported  work 
programs.  All  ET  participants  are  eligible  for  day  care  benefits 
during  the  period  in  which  they  participate  in  the  program,  as  well 
as  -  for  the  12  months  immediately  following  job  placement.  After  this 
period,  the  long-term  day  care  needs  of  ET  graduates  must  be  met 
through  the  Department  of  Social  Services'  contracted  day  care 
system.  In  addition,  ET  graduates  who  are  placed  in  jobs  without 
employer  health  insurance  receive  coverage  for  up  to  12  months  in  a 
pre-paid,  managed  health  plan  such  as  an  HMO. 
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o  $150  September  Clothing  Allowance.  Each  September  for  the  past 
six  years,  the  Legislature  has  approved  a  clothing  allowance  for  each 
dependent  child  receiving  assistance  to  help  AFDC  families  buy 
additional  clothing  for  the  child's  return  to  school  Initially  $50  per 
dependent  child  in  FY82,  the  clothing  allowance  was  raised  to  $75  in 
FY83,  to  $125  in  FY84,  and  to  $150  in  FY87. 

o  $40  Rent  Allowance.  The  federal  government  has  approved  payment 
of  a  monthly  rent  allowance  of  $40  to  all  AFDC  families  living  in 
private,  non-subsidized  housing.  Approximately  two  thirds  of  all 
AFDC  families  are  eligible  for  the  monthly  rent  allowance. 

o  Child  Support  Incentive  Payments.  As  permitted  by  the  federal 
Deficit  Reduction  Act  of  1984,  the  first  $50  of  child  support  collected 
by  the  Department  of  Revenue  on  behalf  of  a  family  is  paid  directly 
to  recipients  (expected  to  total  $11.8  million  in  FY88).  Remaining 
child  support  collections  are  retained  by  the  Commonwealth  and 
offset  AFDC  expenditures,  thus  reducing  federal  and  state  costs. 

o  Family  Reunification  Benefits.  As  authorized  by  the  Legislature, 
parents  whose  children  are  temporarily  placed  in  state  care  can 
receive  AFDC  level  benefits  for  up  to  6  months  after  the  child  is 
removed  and  for  3  months  prior  to  the  return  of  the  child  to  the 
home.  This  program  is  intended  to  help  prevent  families  from 
becoming  homeless  as  they  prepare  for  the  return  of  their  children. 
Over  100  families  per  month  receive  Family  Reunification  Benefits. 

o  Supplemental  Benefits.  Under  existing  federal  regulations  that  require 
monthly  income  reporting  and  retrospective  budgeting  for  certain 
AFDC  families,  the  monthly  grants  of  families  with  earnings  must  be 
based  on  income  reported  in  a  previous  month.  As  a  result,  if  an 
AFDC  recipient's  income  suddenly  declines  due  to  the  loss  of  a  job  or 
a  reduction  in  hours  worked,  the  client  must  often  wait  up  to  two 
months  to  receive  a  compensating  increase  in  the  AFDC  grant. 
Sudden  changes  in  income  can  be  especially  serious  for  low-income 
families.  To  address  this  problem,  the  Department  offers  sup- 
plemental benefits  during  the  period  before  the  regular  AFDC  check 
is  increased. 

o  Medicaid.  All  AFDC  recipients  are  automatically  eligible  for 
Medicaid.  This  program  entitles  recipients  to  comprehensive  health 
care,  including  inpatient  and  outpatient  hospital  care,  mental  health 
services,  dental  care,  and  preventive  health  services  for  children. 
Through  the  Health  Choices  program,  AFDC  families  can  receive  care 
from  their  own  doctor  in  a  cost-effective  community  setting.  The 
Department  also  offers  Project  Good  Health,  a  preventive  health 
care  program,  which  offers  comprehensive  and  continuing  health  care 
to  Medicaid  children. 
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RECENT  FEDERAL  AND  STATE  INITIATIVES 

Because  AFDC  is  a  jointly  funded,  state  administered  program,  both  the  state 
and  federal  governments  play  a  key  role  in  shaping  the  AFDC  program.  The 
federal  government  establishes  many  basic  eligibility  rules,  while  the  state, 
through  the  Legislature,  determines  payment  and  need  standards  and  can 
supplement  federal  programs  with  state-funded  initiatives. 

Two  of  the  most  important  recent  federal  initiatives  are  the  Omnibus  Budget 
Reconciliation  Act  of  1981  and  the  Deficit  Reduction  Act  of  1984.  Major  state 
reforms  include  Chapter  450  of  the  Acts  of  1983  (the  "homelessness  statute"), 
and  Chapter  398  of  the  Acts  of  1984,  which  provides  benefits  at  AFDC  levels 
to  pregnant  women  in  the  first  or  second  trimester  of  pregnancy. 

A.  Federal  Initiatives 

o    The  Omnibus  Budget  Reconciliation  Act  of  1981  fOBRA^ 

The  Omnibus  Budget  Reconciliation  Act  of  1981  dramatically  changed 
federal  regulations  governing  the  AFDC  program.  In  the  year 
immediately  after  its  passage,  OBRA  resulted  in  at  least  24,500  case 
closings  and  11,400  grant  reductions.  Overall,  it  reduced  the  AFDC 
caseload  by  over  30,000  cases.  Working  poor  families  were  among  those 
most  severely  affected  by  OBRA.  The  total  number  of  AFDC  cases  with 
earnings  declined  from  24,000  in  August  1981  to  8,500  in  December 
1983.  This  decline  of  over  15,000  cases  with  earnings  accounted  for 
about  half  of  the  caseload  decline  during  the  same  period. 

The  most  important  OBRA  changes  were  more  stringent  limits  on 
recipients'  earnings  and  assets  and  more  restrictive  categorical  eligibility 
requirements,  including: 

-  an    absolute    ceiling    on    recipients'    gross    income    of    150%    of   the 
standard  of  need  (raised  to  185%  in  1984); 

-  restriction  of  the  earned  income  disregard  to  four  months; 

-  stipulation    that    step-parents'    income    must    be    considered    in 
making  eligibility  determinations; 

-  elimination    of   aid    to   pregnant   women   in    the    first   two   trimesters 
of  pregnancy,  and 

-  elimination  of  aid  to  dependents  between  the  ages  of  18  and  21. 

o    The  Deficit  Reduction  Act  of  1984  (DEFRAY 

Enacted  in  June  of  1984,  this  law  included  over  20  provisions 
modifying  the  AFDC  program.  Reflecting  widespread  concern  over  the 
severity  of  the  OBRA  reductions,  a  number  of  these  provisions  expanded 
the  AFDC  program.     Some  particularly  important  provisions  include: 
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-  Increase    in    the    Gross    Income    limit    frnTQ    150%    to    185%    of   the 
Standard  of  Need. 

DEFRA  raised  the  AFDC  gross  income  limit  from  150%  to  185%  of 
the  state's  standard  of  need.  For  example,  under  DEFRA,  a  family 
of  three  is  now  eligible  for  AFDC  if  its  gross  monthly  income  is 
under  $94350,  rather  than  $765,  as  long  as  it  continues  to  meet 
the  net  income  requirements. 

-  SjandaTJiizatiQJB  of  $75  Work-Related  Expense  Deduction 

Under  previous  policy,  working  recipients  received  a  work-related 
expense  deduction  that  was  pro-rated  by  the  number  of  hours 
worked  during  the  month  up  to  a  maximum  of  $75.  DEFRA 
mandated  that  all  working  recipients  receive  the  maximum 
deduction  of  $75,  regardless  of  the  number  of  hours  worked.  This 
provision  resulted  in  grant  increases  of  between  $19  and  $56  for 
an  estimated  6,600  AFDC  recipients. 

-  Extension  of  the  $30  Earned  Income  Disregard 

Under  previous  policy,  prior  to  determining  the  amount  of  the 
grant,  $30  was  deducted  from  the  gross  income  of  working 
recipients,  followed  by  one-third  of  the  remainder  for  four 
months  after  they  entered  the  program.  DEFRA  extended  the  $30 
disregard  to  twelve  months  and  left  the  one-third  disregard 
unchanged  at  four  months. 

-  $50  Child  Support  Disregard 

DEFRA  requires  the  Department  to  return  the  first  $50  of  child 
support  collected  by  the  Department  of  Revenue  each  month  on 
behalf  of  an  AFDC  recipient  to  the  recipient,  without  instituting 
an  offset  to  the  individual's  grant.  During  FY88,  this  provision 
will  result  in  approximately  $12  million  in  additional  benefits  to 
AFDC  clients. 

B.   State  Inifotivys 

o    Chapter  450  of  the  Acts  of  1983  -  An  Act  to  Prevent  Homelessness 

Passed  in  October  1983,  Ch.  450  of  the  Acts  of  1983  dramatically 
expanded  the  Emergency  Assistance  program,  in  order  to  provide 
greater  guarantees  against  homelessness,  and  to  extend  eligibility  to 
particularly  vulnerable  populations,  such  as  pregnant  teens.  These 
reforms  are  summarized  in  the  first  section  of  this  report. 

o    Chapter    398    of    the    Acts    of    1984    -    Extended    Assistance    to    Pregnant 
Women 

Chapter  398  of  the  Acts  of  1984  extended  benefits  at  AFDC  levels  to 
pregnant  women  who  are  in  the  first  or  second  trimester  of  pregnancy 
and  who  have  no  other  dependents.  Although  these  women  are  not 
considered   AFDC   cases   under   federal   rules,   this   legislation   enables   over 
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600  additional  pregnant  women  per  month  to  receive  assistance  at  AFDC 
levels.  More  information  on  this  initiative  is  included  in  the  first 
section  of  this  report 


THE  AFDC  POPULATION 

Each  month,  AFDC  provides  assistance  to  approximately  85,000  families  or 
235,000  children  and  their  parents  throughout  the  Commonwealth.  AFDC 
families  are,  in  many  respects,  not  unlike  other  Massachusetts  families.  In 
some  important  respects,  however,  AFDC  families  differ  from  other  families, 
and  thus  require  additional  assistance.  The  typical  AFDC  parent  is  a  young, 
white  woman  with  two  children.  Nearly  97%  of  AFDC  families  are  headed  by  a 
single  female  parent.  Over  61%  of  these  families  include  a  child  under  age 
six.  The  vast  majority  —  nearly  90%  —  have  no  income  other  than  their 
AFDC  grant  and  thus  rely  on  AFDC  for  assistance. 

The  demographic  characteristics  of  the  AFDC  caseload  are  summarized  in  the 
sections  that  follow. 

o    Demographics  of  Household  Heads 

-     The  average  AFDC  parent  is  30  years  old. 

Although  the  popular  belief  is  that  most  AFDC  parents  are  very  young, 
this  is  not  true  of  the  Massachusetts  AFDC  population.  The  average  age 
of  all  household  heads  is  about  30.  Only  7%  are  under  the  age  of  19 
and  only  35%  are  under  25.  Over  14%  of  all  AFDC  household  heads  are 
age  40  or  older. 


AGE  OF  AFDC  PARENT 


20  to  25 — 21% 


26  to  30 — 23%  J  _  .    \  ^^y||jLl9  years  and  under — 7* 


over  40  years — 14X 


31  to  40 — 26% 
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-      Most   AFDC   frmili**    tt   «diitf». 

The  majority  (58%)  of  AFDC  recipients  are  white.     About  17%  are  black, 
22%  are  Hispanic,  and  3%  are  Asian  or  native  American. 


AFDC  FAMILIES  BY  RACE 


White — 58* 


Other — 3* 


Black — 17* 


Hispanic — 22* 
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Nearly  all  AFDC  household  heads  are  women. 

96%  of  all  AFDC  parents  are  women;  4%  are  men. 


AFDC  PARENTS 


Female — 96* 


Male — 4* 


o    Demographics  of  Families 

-     Few  AFDC  families  have  earned  income. 

In  any  single  month,  only  about  7%  of  the  AFDC  population  have  some 
earnings.  A  smaller  number  (4%)  have  unearned  income  such  as  social 
security  or  workmen's  compensation.  The  vast  majority  (89%)  of  the 
AFDC  population,  however,  had  no  source  of  income  other  than  the 
AFDC  grant.  AFDC  recipients  rely  heavily  on  their  AFDC  grants  to 
supply  the  families'  basic  needs. 
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AFDC  FAMILIES  WITH  INCOME 


No  Income — 89S8 


Unearned  Income — 4% 


arned  Income — 7* 


Food  Stamps  are  a  critical  supplement  to  AFDC  families'  incomes, 
allowing  about  89%  of  AFDC  families  to  buy  food  worth  an  average  of 
$118  month.  The  failure  of  more  AFDC  households  to  participate  may  be 
due  to  a  number  of  factors  including  avoidance  of  the  stigma  attached 
to  making  purchases  with  Food  Stamps. 

The  average  AFDC  family  includes  three  people. 

The  average  family  size  for  AFDC  cases  is  2.9  for  all  AFDC  families, 
lower  than  the  Massachusetts  average  of  33  persons,  as  reported  by  the 
1980  census. 

Almost  half  (49%)  of  AFDC  families  have  one  child,  and  78%  have  two 
or  fewer  children.     Very  few  AFDC  households  have  large  families.     Only 

8%    have    more   than   three   children,    and   3%   more    than   four.  This   is 

comparable    to    the    size    of    all    Massachusetts    families.  Of    all 

Massachusetts  families  with  children  in  1980,  38%  had  one  child  and  75% 

had  two  or  fewer  children.  Only  8%  of  Massachusetts  families  had  four 
or  more  children. 
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AFDC  FAMILY  SIZE 


1  Child — 49* 


2  Children — 29* 


5+  Children — 3* 


4  Children — 5* 


3  Children — 14* 


Most   AFTK^   fflmilip*   yy   gjgajfed   fry   F"gfe   |B£BtS- 

The  vast  majority  of  AFDC  cases  are  headed  by  a  single,  female  parent 
(85%).  Only  2%  are  headed  by  a  single  male  parent,  and  1%  are  two- 
parent  families  in  which  the  principal  earner  is  either  disabled  or 
unemployed.  Another  2%  are  women  in  the  third  trimester  of  pregnancy 
with  no  other  dependents.  The  remainder  8,000  (10%)  are  households  in 
which  only  the  children  are  receiving  assistance  because  the  care- 
taking  relative  is  not  in  need.  These  cases  are  referred  to  as  grantee 
ineligible  families  who  are  headed  by  women  on  SSI  and  care-taker 
relatives. 
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AFDC  FAMILY  COMPOSITION 


Headed  by  Female — 85% 


Headed  by  Male — 2% 
Pregnant  Women* — 2% 

Child-Only  Cases — 10% 


Two  Parents — 156 


3rd  Trimester  Only 


Most  AFDC  families  (94%)  have  lost  the  support  of  one  or  more  parents 
due  to  the  continued  absence  of  the  parent  from  the  home.  This 
measure  reflects  the  critical  role  child  support  can  play  in  improving 
long-term  self-sufficiency.  A  smaller  number  of  families  have  lost  a 
parent's  assistance  due  to  death  (1%),  incapacity  (3%)  or  unemployment 
(2%). 

-     Many  AFTX"?  families  have  children  under  6. 

Two-thirds  (66%)  of  all  AFDC  families  have  young  children  age  6  or 
under  and  one-fourth  have  children  between  the  ages  of  7  and  13. 
Because  of  the  high  cost  of  day  care,  many  of  these  families  find  it 
difficult  both  to  work  and  to  care  for  a  young  child.  However,  when 
offered  day  care  assistance,  many  of  these  families  volunteer  to  par- 
ticipate in  the  Department's  ET  program.  Federal  rules  do  not  require  a 
family  with  a  child  under  the  age  of  six  to  participate  in  or  even 
register  for  an  employment  and  training  program.  However,  many 
parents  of  young  children  volunteer  for  ET  —  approximately  55%  of  all 
AFDC  families  in  ET  have  a  child  under  6.  As  a  result,  affordable  day 
care  services  are  a  key  determinant  of  the  success  of  the  ET  program. 
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AFDC  serves  households  thryugfrort  t**1  state. 

As  the  map  below  demonstrates,  AFDC  clients  do  not  live  in  any  single 
area  or  urban  center,  but  live  across  the  state.  Less  than  one-third 
(29%)  live  in  Boston  or  the  Greater  Boston  area. 


FY88  AFDC  CASELOAD  BY  REGION 


Worcester 

123  of  all  case* 


HISTORICAL  TRENDS  IN  THE  AFDC  CASELOAD 

The  continued  caseload  decline  since  FY83  is  largely  due  to  the  Department's 
ET  Choices  program  and  the  strong  Massachusetts  economy.  Since  October 
1983,  this  program  has  reduced  the  AFDC  caseload  by  placing  over  42,000 
AFDC  parents  into  full  or  part-time  positions.  As  the  graph  on  the  next  page 
indicates,  a  strong  economy  alone  is  not  sufficient  to  reduce  the  AFDC 
caseload,  Between  1975  and  1979,  the  Massachusetts  unemployment  rate  fell 
nearly  7  points  to  5.5%,  but  the  AFDC  caseload  increased  by  15%.  The 
introduction  of  ET  in  1983,  combined  with  a  four  point  drop  in  the 
unemployment  rate  to  32%  has  resulted  in  a  5%  decline  in  the  AFDC  caseload 
over  the  past  four  years. 
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AFDC  CASELOAD  CHANGE  V.  UNEMPLOYMENT  RATE 
1975  -   1979  AND  1983  -   1988 
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A  more  detailed  report  on  caseload  trends  follows. 


DYNAMICS  OF  THE  AFDC  CASELOAD 

To  address  the  varied  needs  of  families  receiving  AFDC,  it  is  important  to 
understand  the  dynamics  of  the  AFDC  caseload.  The  Department's  case 
management  strategy  enables  local  office  staff  to  respond  effectively  to 
families  in  need  by  targeting  approrpiate  services  to  AFDC  clients.  As  a 
result,  case  management  helps  families  get  the  services  they  need  during  their 
stay  on  AFDC  and  eases  the  transition  from  welfare  to  self-sufficiency. 

Caseload  Turnover 

The  AFDC  caseload  is  a  constantly  changing  population.  While  the 
Department  currently  serves  about  85,000  families  per  month,  nearly  120,000 
different  families  use  AFDC  over  the  course  of  a  year.  These  figures  indicate 
a  high  turnover  rate  for  the  AFDC  caseload.  In  fact,  about  half  of  the  40,000 
families  who  come  on  AFDC  each  year  have  used  welfare  previously. 
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The  chart  below  traces  the  estimated  flow  of  clients  through  the  AFDC 
program  in  the  four  and  a  half  years  between  October  1983  and  January  1988. 
Nearly  171,000  families  left  the  AFDC  caseload,  while  166,000  families  began 
receiving  AFDC.  These  entrants  to  the  AFDC  caseload  form  two  distinct 
groups  —  about  83,000  families  who  received  AFDC  for  the  first  time  and 
another  83,000  families  who  had  used  welfare  previously. 


AFDC  CASELOAD  DYNAMICS 
OCTOBER  1983  -  JANUARY  1988 


CASE 

OPENINGS 
166,300 


A  A 


83,300  New  Cases 


October  1983:  88,600 


January  1988:  84,200 


83,000  Reopenings 


CASE 
CLOSINGS 

170,700 


t 


87,700  Families  Off  Welfare 


o    Why  Famflire  Come  On  AFDC 

Department  statistics  show  that  of  the  families  who  come  on  AFDC: 

-  32%  enter  because  a  woman  gave  birth  to  a  child 

-  22%  enter  because  the  family's  income  declined, 

-  15%  enter  because  a  mother  became  divorced,  separated  or  widowed, 
•     9%  enter  after  moving  from  another  state,  and 

-  22%  enter  for  other  reasons. 
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O     Why  F»mi1re   !****>    AFDC 

While  most  families  enter  AFDC  because  of  a  change  in  family  composition, 
most  leave  by  finding  a  job. 

-  32%  left  because  they  found  a  job  on  their  own, 

-  30%  left  because  there  was  a  change  in  the  family's  status, 

•     18%  left  because  they  had  been  placed  in  employment  through  ET, 

-  7%  left  for  child  support  reasons,  and 

-  13%  left  for  other  reasons. 

AFDC  Clients  are  Harder  to  Serve 

In    the    past    four    years,    AFDC    families    have    become    increasingly    harder    to 
serve  through  ET  and  Child  Support.    * 

o  In  1983,  42%  of  all  AFDC  clients  had  used  welfare  previously.  In  1987, 
52%  of  all  AFDC  clients  had  had  previous  welfare  stays. 

o  The  proportion  of  parents  on  AFDC  who  are  unwed  parents  has  increased 
from  37%  of  the  caseload  in  1983  to  53%  of  the  caseload  in  1987. 

o    Since  1983,  the  number  of  Hispanic  families  on  AFDC  has  increased  32%. 

o  While  62%  of  all  AFDC  clients  in  1984  had  completed  high  school,  the 
percentage    of    clients    now   who    are    high    school    graduates    has    declined    to 

52%. 

Upward  Pressures  on  the  Caseload 

Not    only    have    AFDC    clients    become    less    job    ready    and,    therefore,    harder 
serve,  the  pool  of  families  eligible  for  AFDC  has  increased  significantly. 

o  Reflecting  both  a  rise  in  births  to  unwed  parents  and  a  rising  divorce 
rate,  the  number  of  single  parent  families  has  increased  23%  since  1983. 

o  The  number  of  births  in  Massachusetts  has  increased  consistently  since 
1980.  Moreover,  from  1980  to  1985,  births  to  unwed  mothers  increased 
33%.  Over  25%  of  the  children  born  each  year  in  Massachusetts  use 
welfare  before  the  end  of  the  following  year. 
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FY89  BUDGET  REQUEST 

The  Governor's  FY89  request  for  the  AFDC  program  totals  approximately  $585 
million.  Because  the  federal  government  reimburses  50%  of  all  eligible 
expenditures,  the  net  state  cost  is  approximately  $293  million. 

The  chart  and  list  which  follow  briefly  describe  each  item  of  expenditure. 


FY89  Request 

(in  thousands  of  $) 

1.     Direct  Payments 

$500,524 

2.     55%  COLA 

31,529 

3.      Emergency  Assistance 

55,704 

4.      $40  Rent  Allowance 

27,754 

5.      Clothing  Allowance 

24,087 

6.      $50  Child  Support  Disregard       ^ 

13,462 

7.     Advance  Payments 

5,099 

8.      Family  Reunification  Benefits 

871 

9.     Supplemental  Benefits 

194 

10.    Refunds 

u.im 

Total  FY89  Expenditures 

$655,115 

DoR  Child  Support  Collections  Goal 

70.000 

FY89  Request 

$585,115 

L    Direct  Payments 


$500,524 


Direct  payments  are  the  regular  checks  paid  twice  a  month  directly  to 
recipients.  The  amount  of  payment  is  based  on  the  payment  and  need 
standards,  family  size,  and  net  income,  reflecting  total  income  and 
deductions  based  on  client  circumstances.  In  FY89,  the  average  monthly 
grant  is  projected  at  approximately  $486,  not  including  the  proposed  cost- 
of-living  increase. 


2.   55%  Cost-of-Living  Increase 


$31^29 


The  Governor's  budget  request  for  AFDC  includes  a  55%  percent  cost-of- 
living  increase  for  AFDC  families.  This  increase  will  provide  an  AFDC 
family  of  three  with  an  extra  $348  per  year. 


69 


3.  F-m?rgp.n^y   A«ftfrtanfft  $55,704 

Emergency  Assistance  payments  are  special  services  provided  to  recipients 
who  face  a  particular  emergency.  Recipients  served  include  those  who 
have  become  homeless  or  are  in  danger  of  becoming  so.  Services  are  also 
available  to  compensate  for  natural  disasters,  and  to  pay  for  the  replace- 
ment or  repair  of  appliances. 

4.  S40  Rent  Allowance  $27,754 

This  monthly  supplement  defrays  the  cost  of  high  rents  in  the  state  for 
AFDC  clients  living  in  private,  non-subsidized  housing.  About  two  thirds  of 
AFDC  clients  are  eligible  for  the  rent  allowance. 

5.  Clothing  Allowance  $24,087 

As  in  FY88,  the  Governor's  budget  request  includes  funds  for  a  yearly 
clothing  allowance  of  $150  per  dependent  child  on  the  caseload  in 
September  to  cover  the  costs  of  meeting  winter  clothing  needs.  The 
Legislature  has  increased  the  clothing  allowance  from  its  initial  value  of 
$50  in  FY82. 

6.  $50  Child  Support  Disregard  $13,462 

In  accordance  with  federal  regulations,  the  Department  currently  requires 
AFDC  recipients  to  sign  over  child  support  payment  rights  to  the 
Commonwealth  so  that  it  may  establish  court  orders  and  collect  regularly  on 
their  behalf.  Under  the  Deficit  Reduction  Act  of  1984,  the  Department  can 
return  the  first  $50  of  child  support  collected  in  a  month  on  behalf  of  a 
recipient  directly  to  the  recipient,  without  instituting  any  offset  to  the 
family's  grant.  Up  to  17,000  families  will  receive  the  $50  child  support 
disregard  each  month  in  FY89. 

7.  Advance  Payments  $5,099 

Advance  payments  are  made  on  behalf  of  clients  to  service  vendors.  If 
clients  need  assistance  in  managing  their  grant,  the  Department  will  make 
payments  from  the  client's  monthly  grant  directly  to  landlords,  utility  com- 
panies, and  grocery  stores. 

8.  Family  Reunification  Benefits  $871 

Under  this  program,  families  eligible  for  AFDC  whose  children  are 
temporarily  placed  in  the  care  of  the  Department  of  Social  Services  may 
continue  to  receive  AFDC  for  up  to  6  months  after  the  child  is  tempor- 
arily removed,  and  for  the  3  months  prior  to  the  return  of  the  child  to 
the  home.  This  grant  is  intended  to  enable  these  families  to  maintain  a 
household  in  preparation  for  the  return  of  their  children. 


70 


9.  Supplemental  Benefits  $194 

Supplemental  benefits  are  state-funded  payments  which  compensate  recipi- 
ents who  experience  a  sudden  decline  in  income  for  the  delay  in  reflecting 
this  loss  through  an  increase  in  the  grant.  The  delay  results  from  the 
retrospective  budgeting  system  required  by  the  federal  government  for  all 
clients    with    earnings.  Because    this    reporting    process    bases    grants    on 

income  reported  in  a  previous  month,  a  family  whose  income  dropped  would 
otherwise  have  to  wait  two  months  to  receive  an  increase  in  its  monthly 
AFDC  benefit. 

10.  Refunds  ($4,109) 

Refunds  are  checks  that  are  returned  because  the  client  has  moved  or 
cannot  be  located. 
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L    INTRODUCTION 

a.  Ttw1  Fayfryrrcpfl 

In  Massachusetts  Coalition  for  the  Homeless  v.  Dukakis.  400  Mass.  806 
(1987),  the  Supreme  Judicial  Court  of  the  Commonwealth  analyzed  the 
statutes  which  govern  the  Aid  to  Families  with  Dependent  Children 
(AFDC)  program  in  Massachusetts,  and  delineated  the  responsibilities  of 
the  Department  of  Public  Welfare  under  GX.  c  18  2(B)(g)  and  c  118 
2.  This  report,  which  has  been  prepared  to  carry  out  those 
responsibilities,  begins,  therefore,  by  outlining  the  statutory  scheme  of 
the  AFDC  program  and  then  summarizing  the  Court's  decision. 

AFDC  is  a  joint  federal  and  state  program  to  provide  financial  assistance 
to  needy  families  with  dependent  children.  States  have  considerable 
discretion  in  setting  standards  of  need  and  standards  of  payment  that, 
together,  determine  eligibility  and  the  level  of  benefits  that  an  eligible 
family  receives.1  The  AFDC  need  and  payment  standards  for  the 
Commonwealth  are  established  each  year  by  the  Legislature  in  line  4403- 
2000  of  the  general  appropriations  act. 

Chapter  118  of  the  Massachusetts  General  Laws  authorizes  and 
establishes  the  Commonwealth's  participation  in  the  AFDC  program. 
Section  2  of  that  chapter  provides  in  part  that:  "The  department  [of 
public  welfare]  shall  aid  a  parent  in  properly  bringing  up,  in  his  or  her 
own  home,  each  dependent  child  .  .  .  The  aid  furnished  shall  be 
sufficient  to  enable  such  parent  to  bring  up  such  child  or  children 
properly  in  his  or  her  own  home  .  .  ." 

Section  2  of  Chapter  18  of  the  General  Laws  states  the  obligations  of 
the  Department  of  Public  Welfare  concerning  the  operation  of  public 
assistance  programs.  Section  2(B)(g)  requires  the  Department  to 
"formulate  a  standard  budget  of  assistance,  the  adequacy  of  which  shall 
be  reviewed  annually." 

The  Supreme  Judicial  Court  analyzed  the  Department's  responsibilities 
under  these  statutes  as  follows: 

1.  The  Court  first  rejected  the  plaintiffs'  argument  that  the  standard 
of  need  for  AFDC  is  the  same  as  the  standard  budget  of 
assistance  that  is  required  by  c  18  2(B)(g).  The  Court  held  that 
the  Legislature  in  the  annual  state  budget,  and  not  the 
Department  of  Public  Welfare,  has  established  the  AFDC  standard 
of  need  for  recent  fiscal  years,  including  FY87  and  FY88.  The 
plaintiffs  had  already  conceded  on  appeal  that  the  Legislature, 
and   not    the   Department,   establishes   the   AFDC   payment   standard. 


Federal  law  does  not  impose  any  federal  requirements  on  the 
determination  of  those  standards,  except  to  assure  that  the  standard 
of  need  is  not  less  than  the  standard  of  payment,  and  to  assure  that 
the  standard  of  need  remains  above  the  level  which  was  in  effect  on 
January  1,  1969. 
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The  Court  further  held  that  the  AFDC  standard  of  need  in  the 
Commonwealth  will  not  be  established  by  the  Department  of  Public 
Welfare  in  carrying  out  its  annual  obligations  under  c  18  2(B)(g), 
"so  long  as  the  legislature  determines  the  standard  of  need  for 
AFDC  purposes  in  the  annual  State  budget  or  otherwise." 

2.  The  Court  next  affirmed  that,  despite  the  Legislature's  role  in 
determining  the  AFDC  standard  of  need,  the  Department  still  has 
a  duty  to  perform  under  c.  18  2(B)(g).  Specifically,  the 
Department  has  the  duty  to  review  annually  the  adequacy  of  its 
standard  budget  or  budgets  of  assistance  to  determine  whether 
those  budgets  comply  with  the  requirement  of  c  118  2  that  the 
amounts  shown  are  sufficient  to  enable  AFDC  parents  to  bring  up 
their  children  properly  in  their  own  homes. 

The  Court  further  held  that,  in  order  to  perform  a  meaningful 
annual  review  under  2,  the  department  "must  issue  a  written 
report  which  shall  either  provide  or  permit  a  comparison  in  dollars 
between  standard  budgets  of  assistance  of  each  successive  year 
and  which  shall  discuss  the  adequacy  of  AFDC  grant  levels  in 
comparison  with  the  standard  budget  or  budgets  of  assistance  and 
with  changes  in  the  consumer  price  index." 

The  Court  noted  that  the  "annual  review  required  by  2(B)(g)  will 
provide  a  yardstick  against  which  to  test  the  standard  fixed  by 
the  Legislature." 

3.  The  Court  recognized  that  the  Department  is  confronted  with  a 
potential  dilemma  in  dealing  with  the  level  of  AFDC  payments 
authorized  by  the  budget  and  its  duty  under  c  118  2  to  provide 
aid  sufficient  to  enable  AFDC  parents  to  bring  up  their  children 
properly  in  their  own  homes.  The  Court  held  that  the  Department 
must  respond  to  this  dilemma  as  follows:  "If  in  any  year  the 
department  concludes  that  the  funds  appropriated  for  AFDC 
purposes  are  insufficient  to  permit  it  to  furnish  that  level  of 
financial  aid  which  2  directs  it  to  provide,  the  department  has  an 
obligation  to  bring  its  inability  to  comply  with  the  payment  level 
described  in  2  to  the  attention  of  the  Legislature  and  to  ask  that 
it  appropriate  an  adequate  sum  or  that  it  provide  some  other 
solution  to  the  dilemma." 

The  Court  held  that  the  Department,  in  determining  whether  it,  in 
fact,  has  sufficient  funds  to  give  financial  assistance  at  the  level 
required  by  2,  may  consider  the  assistance  provided  to  parents 
with  dependent  children  not  only  through  AFDC  but  also  through 
other  financial  assistance  programs,  such  as  Food  Stamps,  energy 
assistance,  and  public  or  subsidized  housing  programs. 

Although  the  Department  "need  do  no  more  than  request  a  solution 
to  the  dilemma,"  this  obligation  "is  an  annual  one  as  long  as  the 
level  of  aid  described  in  2  exceeds  the  sum  of  the  AFDC  standard 
of  payment  fixed  by  the  Legislature  and  any  assistance  provided 
by  other  programs." 
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4.  Finally,  the  Court  held  that  the  Department  has  an  obligation 
under  c  118  2  to  provide  aid  sufficient  to  permit  AFDC  families 
to  live  in  a  home  and  that  furnishing  accommodations  in  hotels, 
motels,  and  emergency  shelters  does  not  fulfill  the  Department's 
duty  under  2.  "While  the  provision  of  temporary  emergency 
housing  for  homeless  families  is  a  necessary  component  of  any 
plan  to  combat  homelessness,  housing  families  for  extended  periods 
in  the  conditions  of  shelters  and  motels  is  not  an  adequate 
substitute  for  the  permanent,  stable  home  environment 
contemplated  by  GX.  c  118,    2." 

The  Court  noted:  "[A]s  long  as  GX.  c  118,  2,  directs  the 
department  to  provide  aid  sufficient  to  enable  AFDC  families  to 
have  homes,  and  not  just  necessities,  the  department  must 
reasonably  seek  to  fulfill  its  obligation  with  such  funds  as  are 
available  for  the  purposes.  If  funds  appropriated  for  the  purpose 
are  insufficient  or  if  there  are  no  such  appropriated  funds,  the 
Department  should  advise  the  Legislature  and  either  seek  an 
appropriation  to  cover  the  apparent  deficiency  or  request  the 
Legislature  to  take  some  other  action  that  will  eliminate  the 
problem."  . 

Pursuant  to  its  responsibilities  under  c  18  2(6)(g)  and  c  118  2, 
as  established  by  the  Supreme  Judicial  Court's  decision,  the 
Department  of  Public  Welfare  submits  this  report  to  the 
Legislature.  The  Department  brings  this  information  to  the 
attention  of  the  Legislature,  so  that  the  Legislature  can  consider 
action  that  would  provide  a  solution  to  the  dilemma  between  the 
benefits  authorized  in  the  FY88  budget  and  the  standards. 

B.  Characteristics  of  AFDC  Families 

In  order  to  evaluate  the  adequacy  of  benefits  for  AFDC  families,  it  is 
important  to  understand  certain  attributes  of  these  families.  Living 
arrangement,  housing  type,  and  geographic  location  play  a  significant 
role  in  determining  the  needs  of  families  throughout  the  Commonwealth. 
In  this  report,  the  Standard  Budgets  of  Assistance  and  available  benefits 
are  evaluated  on  the  basis  of  these  family  characteristics.  The  following 
paragraphs  summarize  living  arrangement,  housing  type,  and  location 
characteristics  of  AFDC  clients. 
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Household  Composition  -  Although  a  majority  of  the  approximately 
85,000  AFDC  households  are  families,  the  program  also  serves  two 
other  groups:  cases  consisting  only  of  children  who  are  Irving  with 
another  household  and  pregnant  women  in  their  third  trimester.  As 
the  chart  below  shows,  pregnant  women  and  child-only  cases 
represent  9,400  cases,  or  approximately  11%  of  the  caseload.  The 
other  89%  of  AFDC  cases  consists  of  families  with  dependent 
children. 


AFDC  Caseload 
Household  Composition 

Total  AFDC  Caseload 

85,000* 

Less  Child-Only  Cases 

(7,900) 

Less  Pregnant  Women 
with  No  Dependents 

(1500^ 

Typical  AFDC  Families 

75,600 

*  As    of    11/87;    does    not    include    700    cases 
expense.      These  cases  include  women  in  the 
of   pregnancy  with   no   other   dependents   and 
Reunification  Benefits. 

funded    entirely    at    state 
first  or  second  trimester 
families   receiving   Family 

Housing  Type  and  Location  -  In  addition  to  variations  in  need  due  to 
living  arrangement,  AFDC  families'  needs  vary  as  a  result  of  housing 
type  and  location.  Families  in  public  or  subsidized  housing  pay  a 
maximum  of  30%  of  their  income  for  rent,  while  families  in  private 
housing  are  required  to  pay  market  rents.  Moreover,  families  who 
live  in  metropolitan  Boston  and  on  Cape  Cod  are  likely  to  pay  higher 
housing  costs  than  families  in  other  areas  of  the  state.  The  chart 
below  shows  that  AFDC  families  are  almost  evenly  distributed  among 
the  three  major  categories  for  housing  type  and  location. 


AFDC  Caseload 
Housing  Tvpe  and  Location 

Number 

Percent 

Private  Housing, 
Metro  Boston  and  Cape  Cod             27,200 

32% 

Private  Housing, 
Outside  Boston                                    29,750 

35% 

Subsidized  Housing                                 28,050 

33% 
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C  Contents  of  the  Report 

This  report  is  divided  into  five  sections: 

o    a  review  and  update  of  the  AFDC  Standard  Budgets  of  Assistance; 

o  a  review  of  the  various  benefits  available  to  AFDC  families  and 
the  extent  to  which  AFDC  recipients  currently  make  use  of  those 
benefits,  including  an  assessment  of  the  dilemma  between  existing 
benefits  and  the  Standard  Budgets  of  Assistance; 

o  a  review  of  recent  efforts  to  improve  the  adequacy  between  AFDC 
families'  needs  and  available  benefits; 

o  a  review  of  the  homelessness  problem  among  AFDC  families,  its 
causes,  and  the  services  and  benefits  available  to  address  this 
specific  problem;  and 

o  a  concluding  section  which  discusses  two  possible  courses  of 
legislative  action  to  address  the  dilemma  between  the  benefits 
authorized  in  the  FY88  budget  and  the  standards. 

H.     Review  and  Update  of  the  AFDC  Standard  Budgets  of  Assistance 

A.  FY87  Standards 

In  August  1986,  the  Department  released  a  study  formulating  three 
Standard  Budgets  of  Assistance  for  AFDC  families  for  that  year.  The 
standards  were  based  on  the  components  of  a  typical  budget  for  a  family 
of  three,  including:  shelter,  utilities,  food,  clothing,  personal  care, 
transportation,  household  operation  and  furnishings,  and  other  items.  Of 
these  components,  shelter  and  utility  costs  generally  represent  the  most 
significant  strain  on  families  with  limited  resources.  Moreover,  these 
costs  vary  markedly  by  shelter  type  and  location.  To  reflect  this 
variation,  the  Department  constructed  three  standards  to  approximate 
living  expenses  for  families: 

o    in  public  or  subsidized  housing, 

o    in  private  housing  outside  the  greater  Boston  area,  and 

o    in  private  housing  in  metropolitan  Boston. 

The  Standard  Budgets  of  Assistance  for  these  three  living  arrangements 
in  FY87  were  $7,745,  $10373,  and  $11,117  per  year,  respectively. 

B.  The    Complexity    Involved    in    Formulating    AFDC    Standard    Budgets    of 
Assistance 

Setting  one  standard  for  the  "typical"  AFDC  household  is  an  extremely 
difficult  and  complex  task.  like  the  population  as  a  whole,  AFDC 
families  have  a  range  of  needs  that  varies  household  by  household. 
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As  noted,  the  largest  single  expense  AFDC  families  face  is  housing. 
While  the  three  standards  promulgated  in  FY87  capture  the  overall 
variation  in  housing  costs  between  subsidized  and  non-subsidized  housing, 
and  between  living  in  metropolitan  Boston  and  living  outside 
metropolitan  Boston,  they  do  not  account  for  other  sources  of  variation. 
For  example: 

o  In  reality,  housing  costs  are  different  in  every  Massachusetts 
community. 

o  Approximately  7,800  AFDC  cases  (9%)  consist  of  children  living  in 
another  household.  In  addition,  5%  of  AFDC  families  also  hve 
with  another  household  and,  therefore,  may  pay  little  or  no 
shelter  expenses.  These  families  may  have  lesser  housing  and 
utility  needs  than  families  living  by  themselves. 

o  Although  about  one-third  of  all  AFDC  families  live  in  subsidized 
housing,  even  among  this  group,  housing  needs  vary.  Families  in 
federally  subsidized  housing  pay  30%  of  their  income  for  rent, 
while  families  in  state  subsidized  housing  (with  the  exception  of 
new  state  housing  vouchers  issued  in  FY88)  pay  only  25%  of  their 
income  for  rent 

o  Families  who  live  in  the  same  apartment  for  a  number  of  years 
are  likely  to  pay  lower  rents  than  families  who  have  moved 
recently.  For  example,  a  family  living  in  the  same  apartment  in 
East  Boston  for  seven  years  pays  much  less  than  a  family  moving 
every  couple  of  years  in  a  neighborhood  like  Jamaica  Plain. 

Similarly,  the  needs  of  AFDC  families  with  respect  to  the  other 
components  of  the  Standard  Budgets  vary  significantly  depending  on 
particular  family  circumstances. 

C.  Updated  AFDC  Standard  Budgets  of  Assistance 

The  following  three  charts  show  the  updated  Standard  Budgets  of 
Assistance.  Each  of  the  components  in  the  Standard  Budgets  has  been 
adjusted  for  inflation  as  indicated  by  the  Boston  Consumer  Price  Index 
(CPI).  The  Boston  CPI,  which  is  calculated  by  the  federal  Bureau  of 
Labor  Statistics,  measures  inflation  on  a  component  by  component  basis. 
Increases  in  the  relevant  components  of  the  Boston  CPI  ranged  from  a 
low  of  05%  for  utilities  to  a  high  of  6.1%  for  food 

Overall,  the  two  budgets  for  unsubsidized  housing  in  metropolitan  Boston 
and  outside  metropolitan  Boston  are  53%  higher  than  last  year,  as  a 
result  of  using  component  by  component  inflation  factors. 

Since  residents  of  subsidized  housing  are  required  to  pay  up  to  30%  of 
their  total  income  for  shelter  and  utilities,  the  subsidized  housing 
standard  includes  a  component  for  the  public  housing  contribution  that 
equals  approximately  30%  of  the  total  Standard  Budget  As  a  result, 
this  component  of  the  subsidized  housing  standard  was  not  updated  using 
the   Boston   CPI.      In  addition,  an  excess  utility  component  was  added   to 
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the  subsidized  housing  standard  to  account  for  utility  expenditures  above 
30%  of  income  that  subsidized  housing  recipients  often  pay. 

While  none  of  the  three  Standard  Budgets  of  Assistance  includes  a 
health  care  component,  the  Medicaid  program  provides  for  AFDC 
families'  health  care  needs.  AFDC  families  are  entitled  categorically  to 
Medicaid  benefits  under  federal  and  state  law.  In  FY87,  the  Welfare 
Department  spent  an  average  of  about  $3,100  per  year  on  Medicaid 
services  for  AFDC  households. 


PUBLIC  AND  SUBSIDIZED  HOUSING  ACROSS  MASSACHUSETTS 

Standard  Budget 

of  Assistance 

(family  of  three) 

Stantfarcl 

Public  Housing  Contribution 

$2,761 

Excess  Utility  Costs                           \ 

960 

Food 

3,884 

Clothing 

555 

Personal  Care 

111 

Transportation 

510 

Household  Operation  and  Furnishings 

472 

Other  Items 

177 

TOTAL 

$9,430 

PRIVATE  HOUSING  OUTSIDE  OF  METROPOLITAN  BOSTON 


Standard  Budget  of  Assistance 
(family  of  three) 


Shelter  and  Utilities 

Food 

Clothing 

Personal  Care 

Transportation 

Household  Operation  and  Furnishings 

Other  Items 

TOTAL 


Standard 

$  5,211 
3,884 
555 
111 
510 
472 
ffi 

$10,920 
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PRIVATE  HOUSING  IN  METROPOLITAN  BOSTON 

AND  ON  CAPE  COD 

Standard  Budget 
(family  of 

of  Assistance 
three) 

Standard 

Shelter  and  Utilities 

Food 

Clothing 

Personal  Care 

Transportation 

Household  Operation  and  Furnishings 

Other  Items 

$  5,996 
3,884 
555 
Ul 
510 
472 
177 

TOTAL                                     v 

$11,705 

HI.     Assessing   thft   DilfttnTng   Between  Available   Benefits   and   the   Standard   Budgets 
of  Assistance 

A.  Available  Benefits 

As  part  of  the  Department's  review  of  the  AFDC  Standard  Budgets  of 
Assistance,  this  report  also  examines  the  types  and  amounts  of 
assistance  currently  available  to  AFDC  families.  By  definition,  all 
AFDC  families  are  eligible  for  an  AFDC  grant.  In  addition,  as  a  result 
of  program  expansion  that  has  occurred  over  the  past  five  years,  AFDC 
families  now  benefit  from  an  array  of  AFDC-related  services  and  cash 
assistance,  including:  an  annual  fall  clothing  allowance  for  children;  a 
monthly  rent  allowance  for  families  living  in  private,  unsubsidized 
housing;  Emergency  Assistance  (EA)  for  families  in  danger  of  becoming 
homeless;  and  monthly  child  support  incentive  payments.  In  addition  to 
benefits  provided  through  the  AFDC  program,  many  AFDC  families  are 
eligible  for  and  receive  a  number  of  other  benefits,  most  notably 
federally  funded  Food  Stamps,  energy  assistance,  and  housing  subsidies. 

AFDC  Benefits 

The  Aid  to  Families  with  Dependent  Children  (AFDC)  program  is  a 
program  of  assistance  available  to  families  who  have  at  least  one 
dependent  child  with  an  absent,  deceased,  disabled,  or  unemployed 
parent.  Low  income,  pregnant  women  with  no  other  dependents  are  also 
eligible  for  AFDC  To  qualify  for  AFDC,  families  must  meet  asset  and 
income  guidelines.     Basic  AFDC  benefits  include  the  following: 


o    AFDC    Grant    -    All    families    on    AFDC    receive    a    monthly   grant 
which  varies   depending  on   family  size.      Effective  July  1,   1987,  the 
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maximum  monthly  grant  for  an  AFDC  family  of  three  (the  average 
AFDC  family  size)  is  $510,  or  $6,120  annually. 

o  Rent  Allowance  -  Established  by  the  Legislature  in  FY87,  a  rent 
allowance  is  available  to  AFDC  clients  who  live  in  private, 
tmsubsidized  housing.  Effective  Jury  1,  1987,  the  rent  allowance 
was  increased  to  $40  per  month,  or  $480  annually.  Approximately 
two-thirds  of  all  AFDC  households  are  expected  to  receive  the 
rent  allowance  in  FY88. 

o  C/Mt"ng  Allowance  —  All  AFDC  households  eligible  for  assistance 
in  September  receive  a  clothing  allowance  of  $150  per  dependent 
child.  Minor  parents  are  also  eligible  to  receive  the  clothing 
allowance.  A  typical  AFDC  family  of  three  (a  mother  and  two 
children)  receives  a  $300  clothing  allowance  payment 

In  addition  to  basic  AFDC  benefits,  the  Legislature  and  the  federal 
government  have  authorized  other  supplementary  benefits  and  allowances 
which  are  provided  through  the  AFDC  program.     These  include: 

o  Emergency  Assistance  ~  v  Through  the  Emergency  Assistance  (EA) 
program,  a  variety  of  special  payments  can  be  authorized  for 
families  facing  a  particular  emergency  such  as  homelessness.  The 
EA  program  is  one  of  the  most  successful  tools  available  to  help 
prevent  families  from  becoming  homeless.  EA  benefits  available  to 
AFDC  families  include:  payments  for  up  to  four  months  of  rent, 
mortgage,  and  utility  arrearages  to  help  families  stay  in  their 
current  housing;  one  month's  advance  rent  and  a  security  deposit 
to  help  families  locate  new  housing;  and  emergency  shelter  for 
homeless  families  as  needed.  Over  the  course  of  FY87, 
approximately  31%  of  all  AFDC  families  used  EA  services 
totaling  nearly  $35  million.  These  expenditures  are  partially 
reimbursed  by  the  federal  government  The  average  EA  benefit 
received  by  AFDC  families  in  FY87  was  $917  per  year. 

o  AFDC  Earned  Income  Disregards  —  Approximately  8%  of  all  AFDC 
families  have  some  earned  income.  These  families  are  eligible  for 
a  number  of  work-related  deductions  from  countable,  earned 
income.  For  example,  all  working  recipients  receive  a  $75  per 
month  work-related  expense  deduction  and  a  $30  per  month  earned 
income  disregard.  Thus,  at  a  minimum,  these  families  are  able  to 
keep  the  first  $105  per  month  ($1,260  annually)  of  their  earned 
income  without  having  their  AFDC  grant  reduced.  In  addition,  for 
the  first  four  months  an  AFDC  client  has  earnings,  an  additional 
one-third  of  these  earnings  is  disregarded  before  calculating  the 
household's  grant 

o  $50  Child  Support  Incentive  Payment  —  In  accordance  with  the 
federal  Deficit  Reduction  Act  of  1984,  the  Department  returns  the 
first  $50  of  child  support  collected  by  the  Department  of  Revenue 
each  month  on  behalf  of  an  AFDC  family  to  the  appropriate  family 
without  reducing  its  AFDC  grant.  Approximately  18,000  families, 
or  over  20%  of  the  AFDC  caseload,  receive  a  $50  child  support 
payment  each  month.     On  an  annual  basis,  a  family  may  receive  up 
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to  $600  in  child  support  disregard  payments.  The  actual  value  of 
child  support  disregard  payments  differs,  depending  on  whether  a 
client  is  receiving  Food  Stamps.  Under  federal  regulations,  clients 
receiving  Food  Stamps  have  their  Food  Stamps  reduced  when  they 
receive  a  child  support  disregard  payment  For  every  $10  in  child 
support  received,  the  family  loses  about  $3  in  Food  Stamps.  Thus, 
for  a  family  receiving  Food  Stamps,  the  annual  value  of  child 
support  incentive  payments  is  about  $420. 

o  Crib/Lavette  Payments  -  The  Department  provides  special  needs 
payments  for  cribs  and  layettes  to  families  with  newborn  infants. 
(A  layette  is  the  clothing  for  a  newborn  infant)  The  maximum 
payment  for  these  items  is  $300.  Approximately  14,000  AFDC 
families,  about  12%  of  all  AFDC  families,  receive  a  crib  or  layette 
payment  each  year. 

Other  Benefits  Available  to  AFDC  Families 

In  addition  to  benefits  and  allowances  available  through  the  AFDC 
program,  a  number  of  other  benefits  are  available  to  AFDC  families. 
These  benefits,  which  are  provided  by  or  funded  through  other  state 
agencies  and/or  the  federal  government  include: 

o  Food  Stamps  —  Funded  by  the  federal  government  and 
administered  by  the  state,  the  Food  Stamp  program  provides 
coupons  that  can  be  used  by  eligible  families  to  purchase  food 
each  month.  Effective  October  1987,  the  maximum  Food  Stamp 
benefits  available  to  an  AFDC  family  of  three  in  unsubsidized 
housing  are  $1,704  per  year.  (A  family  of  three  in  public  or 
subsidized  housing  receives  up  to  $1,260  per  year).  Over  67,000 
households,  89%  of  all  AFDC  families,  participate  in  the  Food 
Stamp  program.  The  failure  of  more  AFDC  households  to 
participate  may  be  due  to  a  number  of  factors  including  avoidance 
of  the  stigma  attached  to  making  purchases  with  Food  Stamps. 
Also,  the  5%  of  AFDC  families  who  live  with  another  family  who 
is  not  receiving  assistance  may  be  ineligible  for  Food  Stamps 
under  federal  regulations. 

o  Fuel  Assistance  —  Administered  by  the  Executive  Office  of 
Communities  and  Development  (EOCD),  the  Fuel  Assistance 
program  provides  fuel  payments  for  low  income  families.  The 
program  represents  a  joint  effort  by  federal  and  state  government 
to  ensure  that  adequate  heating  and  energy  assistance  is  available 
to  poor  families  in  the  Commonwealth.  In  FY88,  more  than  $90 
million  in  federal  and  state  funds  are  available  for  the 
Commonwealth's  fuel  assistance  program.  According  to  EOCD, 
nearly  half  of  the  AFDC  caseload  receives  Fuel  Assistance 
benefits  that  average  $565  per  year. 

o  Meals  At  School  —  The  federal  government  provides  free 
breakfasts  and  lunches  to  schoolchildren  whose  family  income  is 
equal  to  or  less  than  135%  of  the  federal  poverty  line.  (The  1987 
federal  poverty  line  for  a  family  of  three  is  $9300  per  year.)  All 
AFDC   families   have  income  less  than   135%   of  the  federal  poverty 
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line.  The  Department  of  Education  estimates  the  value  of  school 
breakfasts  and  lunches  at  $160  and  $360  respectively.  The 
Department  estimates  that  80%  to  90%  of  all  AFDC  households 
receive  these  benefits. 

o  Transportation  Subsidy  —  The  Department  of  Public  Welfare, 
through  the  Medicaid  program,  pays  for  transportation  to  medical 
appointments.  When  public  transportation  is  inaccessible  and 
private  transportation  is  unavailable,  the  Department  pays  for  taxi 
or  chair  car  rides.  In  FY87,  over  $900,000  was  spent  to  provide 
4,000  AFDC  households  with  taxi  or  chair  car  rides.  The  average 
annual  cost  was  $229  per  family. 

o  Women.  Ir>fa."tSi  a°d  Children's  fWIQ  Benefits  —  Administered  by 
the  Department  of  Public  Health,  the  WIC  program  provides  food 
supplements  to  women  and  children  at  risk  because  of  inadequate 
income  and  nutritional  insufficiencies.  The  Massachusetts 
Legislature  has  chosen  to  supplement  this  federal  program  with 
state  funds,  making  Massachusetts  the  first  state  in  the  country  to 
do  so.  Approximately  19%  of  the  AFDC  caseload  receives  an 
estimated  $813  in  WIC  benefits  each  year. 

The  following  table  summarizes  the  range  of  benefits  available  to  AFDC 
recipients  and  indicates  the  extent  to  which  AFDC  families  participate  in 
these  assistance  programs.  As  the  table  indicates,  benefits  from  these 
assistance  programs  are  used  to  varying  extents  by  the  Department's 
AFDC  clients.  The  list  is  intended  as  a  guide  to  the  potential  sources 
of  assistance  available  to  AFDC  families.  Expenditures  for  these 
benefits  total  about  $800  million  annually,  which  represents 
approximately  $10,000  per  AFDC  family,  if  all  benefits  were  distributed 
evenly. 
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BENEFITS  AVAILABLE  TO  AFDC  FAMILIES* 
(family  of  three) 


Benefits 

Major  Benefits 

Grant 

Clothing  Allowance 
Rent  Allowance 
Emergency  Assistance 
Food  Stamps*** 
Fuel  Assistance 


Typical 
Benefit 


$6,120 
300 
480 
917 
$L260/$L704 
565 


Percent  of  AFDC 

Families 
Receiving  Benefit** 


100% 
77% 
67% 
31% 
89% 
48% 


Other  Benefits 

Child  Support  Incentive  Payments 
Crib/Layette  Payments 
Earned  Income  Disregards 
School  Meals 

Transportation  Subsidy**** 
Women,  Infants,  &  Children 
Benefits 


$420/600 

21% 

300 

12% 

L260 

8% 

520 

80-90% 

229 

3% 

813 

19% 

*  Does  not  include  the  cost  of  health  care  services  provided  through  the 
Medicaid  program  because  payments  are  made  not  to  AFDC  families,  but 
to  health  care  providers. 

**  This    reflects    the    fact    that    not    all    AFDC    clients    are    eligible    for    or 
choose  to  participate  in  each  of  these  programs. 

***  Since  Food  Stamp  shelter  deductions  differ  from  public  and  private 
housing  residents,  two  typical  benefits  were  calculated  —  the  first  for 
public  housing  residents,  the  second  for  private  housing  residents. 

****  Includes  transportation  services  not  related  to  the  Employment  and 
Training  Choices  (ET)  program  which  are  provided  through  the  Medicaid 
program 


84 


B.  Expected  Value  Calculation 

A  common  technique  used  in  the  field  of  economics  for  valuing  a 
package  of  items  each  of  which  has  a  certain  probability  of  being 
received  is  called  an  expected  value  calculation.  The  expected  value 
calculation,  in  this  instance,  is  simply  the  sum  of  each  benefit  times  the 
percentage  of  the  AFDC  population  receiving  the  benefit.  The  total 
expected  value  is  thus  the  average  value  of  the  benefits  received  by 
AFDC  families.  The  two  tables  which  follow  show  expected  value 
calculations  for  AFDC  families  residing  in  public  housing  and  for  AFDC 
families  in  unsubsidized  housing.  Several  of  the  benefits  available  to 
families  in  unsubsidized  housing  are  not  available  to  families  in 
subsidized  housing. 


THE  AVERAGE  VALUE  < 

3F  BENEFITS 

AVAILABLE  TO  AFDC 

FAMTTJFS 

IN  PUBLIC  HOUSING 

FY88 

Average 

Typical 

Percent 

BENEFIT:                                                Value 

Receiving 

Value 

Maior  Benefits 

AFDC  Grant                                           $6,120 

100% 

$6,120 

Clothing  Allowance                                    300 

77% 

231 

Emergency  Assistance                                917 

31% 

284 

Food  Stamps                                          $L260 

89% 

$1,121 

Fuel  Assistance                                          565 

48% 

271 

Other  Benefits 

Child  Support  Disregard                           420 

21% 

88 

Crib/Layette  Payments                             300 

12% 

36 

Earned  Income  Disregard                      L260 

8% 

101 

School  Meals                                             520 

90% 

468 

WIC  Benefits                                           813 

19% 

155 

Transportation  Subsidy                             229 

3% 

7 

TOTAL  AVERAGE  VALUE 

=  $8,882 
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THE  AVERAGE  VALUE  < 

DF  BENEFITS 

AVAILABLE  TO  AFDC 

FAMILIES 

IN 

PRIVATE  HOUSING 

FY88 

Average 

Typical 

Percent 

BENEFIT: 

Value 

Receiving 

Value 

AFDC  Benefits 

AFDC  Grant 

$6,120 

100% 

$6,120 

Clothing  Allowance 

300 

77% 

231 

Rent  Allowance 

480 

100% 

480 

Emergency  Assistance 

917 

31% 

284 

Food  Stamps 

'      $1,704 

86% 

1,465 

Fuel  Assistance 

565 

48% 

271 

Other  Benefits 

■v 

Child  Support  Disregard 

$600 

21% 

126 

Crib/Layette  Payments 

$300 

12% 

36 

Earned  Income  Disregard 

L260 

8% 

101 

School  Meals 

520 

90% 

468 

WIC  Benefits 

813 

19% 

155 

Transportation  Subsidy 

229 

3% 

7 

TOTAL  AVERAGE  VALUE  = 

$9,744 

As  shown  in  the  preceding  tables,  the  expected  value  of  benefits 
available  to  AFDC  families  in  subsidized  housing  is  $8,882.  The  expected 
value  of  benefits  available  to  families  in  unsubsidized  housing  is  $9,744. 
As  shown  on  the  next  page,  the  average  value  of  benefits  available  to 
AFDC  families  in  subsidized  housing  is  about  94%  of  the  comparable 
standard  budgets.  The  average  benefits  available  to  AFDC  familiyft  in 
unsubsidized    housing    are    89%    and    83%    of    the    comparable    standard 

budgets. 
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Comparison  Of  the  Average  Value 

Of  Benefits  Available  to  AFDC 

Families  and  Standard 

Budgets  of  Assistance 

Average 
Value 

Standard 
Budget 

Percent 

Subsidized  Housing 

$8,882 

$9,430 

94% 

Unsubsidized  Housing 

—  outside  Boston  or  Cape  Cod 

$9,744 

$10,921 

89% 

Unsubsidized  Housing 

—  metro  Boston  and  Cape  Cod 

y  $9,744 

$11,705 

83% 

IV.     Progress  Made  in  Improving  the  Adequacy  of  Benefits 

As  the  previous  section  demonstrates,  authorized  AFDC  benefits  plus  benefits 
from  other  programs,  on  average,  are  below  the  standard  budgets  of  assistance. 
As  options  for  addressing  this  problem  are  considered,  it  is  worth  noting  the 
considerable  progress  made  over  the  past  five  years  in  improving  the  adequacy 
of    benefits.  This    section    reviews    recent    achievements    on    the    part    of    the 

Legislature  and  the  Administration  in  their  efforts  to  improve  the  adequacy  of 
benefits  available  to  AFDC  families. 

A  Increased  AFDC  Benefits  and  Expanded  Eligibility  for  At-Risk  Populations 

As  a  result  of  initiatives  authorized  by  the  Legislature,  benefits  available 
to  AFDC  families  have  expanded  significantly  in  the  last  five  years.  The 
following  items  summarize  key  measures  of  recent  improvements  in  the 
adequacy  of  benefits  for  AFDC  families. 

o    AFDC  Benefits:  Up  11%  between  FY87  and  FY88 

For  AFDC  clients  living  in  private,  unsubsidized  housing,  FY88  benefits 
represent  an  11%  increase  over  FY87  benefits.  A  7%  cost  of  living 
increase  raised  the  maximum  grant  for  a  family  of  three  from  $476  to 
$510  per  month.  In  addition,  AFDC  families  in  private  housing  are 
eligible  to  receive  a  $40  monthly  rent  supplement,  or  $480  annually. 
While  AFDC  families  in  subsidized  housing  are  not  eligible  for  the  rent 
allowance  because  they,  in  effect,  receive  a  rent  subsidy,  they  did 
receive  the  7%  cost  of  living  increase.  As  a  result,  FY88  benefits  for 
AFDC  families  in  subsidized  housing  represent  a  7%  increase  over  FY87, 
compared  to  an  inflation  rate  for  the  same  period  of  about  4%. 


87 


AFDC  BESJEFIT  INCREASES  ¥..  INFLATION 
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o    AFDC  Benefits:     Up  *7%  since  ¥Yffi 

The  FY88  increases  xfescrihetf  afowe.  oasnttantt  dfiasrts  begun  as  early  as 
FY83  to  irase  teneEir  £cn  A3FJDC  fttaafies  11b  cumulative  result  of 
these  effcrcts  las  keen  a  4T73&  mnaasg  nx  AfHC  benefits  for  families 
living  in  waxaaisfa^Ssas&  Iwwag  Ai  tchr  cftonflt  below  indicates,  the 
maximum  grant  ka*  jjessaecA  35%  foam  SP&  jkt  month  in  FY83  to  $510 
per  month  an  FVBfc  for  a  faa%  of  afcsec.  In  teMkkrai,  a  $15  monthly  rent 
suppkmen?  "was  addea3  in  FY87  Sot  AFDC  Jmtftif*  in  amsubsidized  housing 
-and  was  j***rr**i**&  fee  FY88  fcv  £*&  iper  Tuaanth,  or  $480  annually. 
Between  F¥JB?  acad  YYS8,  tie  jflidhngg  aflhmaaux  dfaatfbled  from  $75  per 
child  to  S£5Q  pnr  dfli 
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BASIC  AFDC  BENEFITS 
FOR  A  FAMILY  OF  THREE* 

FYS2  EXSS 

Grant                                      $4,550  $6,120 

Rent  Allowance                            0  480 

Clothing  Allowance                   150  300 

TOTAL                           $4,700  $6,900 


+47% 


*  in  private  unsubsidized  housing. 


o    AFDC  Grants  v.  Inflation:     FY80-FY88 

Since  FY83,  the  Administration  and  the  Legislature  have  provided 
benefit  increases,  which,  for  the  first  five  year  period  in  more  than  15 
years,  outpaced  inflation.  Between  FY84  and  FY88  benefits  increased 
47%,  while  inflation  during  this  period  was  only  21%.  In  contrast,  from 
FY80  to  FY83,  consumer  prices  increased  by  40%  as  measured  by  the 
Boston  Consumer  Price  Index,  while  AFDC  benefits  increased  by  only 
16%.  To  the  extent  that  basic  AFDC  benefits  do  not  have  the 
purchasing  power  they  once  did,  a  large  portion  of  this  decline  in 
purchasing  power  is  the  result  of  insufficient  benefit  increases  from 
FY80  through  FY83. 
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INFLATION  V.  AFDC  BENEFIT  INCREASES 

FY80  -  FY88 

Percent  Increase 
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o    AFDC  Grant  Levels:     Massachusetts  v.  Other  States 

As  a  result  of  benefit  increases  between  FY83  and  FY88,  Massachusetts 
now  pays  the  fourth  highest  AFDC  benefits  in  the  nation.  Prior  to  the 
FY88  COLA,  Massachusetts  ranked  seventh,  having  moved  up  from 
thirteenth  in  FY83. 


In  addition  to  increasing  benefits,  the  Department,  with  the  support  of  the 
Legislature,  has  extended  benefits  to  at-risk  populations.  The  following 
items  summarize  efforts  in  this  area. 

o    AFDC  Eligibility  Standard  Up  70% 

Since  FY83,  AFDC  eligibility  standards  have  risen  70%.  This  increase  is 
due,  in  part,  to  federal  regulations  that  require  AFDC  eligibility 
standards  to  equal  185%  of  the  AFDC  need  standard.  The  Legislature 
has  set  the  AFDC  need  standard  equal  to  the  AFDC  payment  standard 
for    FY88.       For   FY88,    the    eligibility   standard   for   a   family   of  three   is 
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about  $1,000  per  month  or  $12,210  annually.  Grant  increases  of  the 
past  five  years  have  also  contributed  to  the  eligibility  standard 
increase.  As  a  result  of  the  increase  in  the  eligibility  standard,  more 
low-income  families  have  become  eligible  for  AFDC  benefits. 

o    Cash  and  Medical  Assistance  Serving  1.000  Pregnant  Women 

The  Department's  cash  and  medical  assistance  programs  have  been 
expanded  to  include  pregnant  women  who  have  no  other  dependents  and 
who  are  in  the  first  or  second  trimester  of  pregnancy.  This  program 
expansion  is  intended  to  help  young  families  remain  intact  and  to 
prevent  medical  complications  which  cause  permanent  damage  to  children 
born  to  low-income  women.  Since  the  establishment  of  this  program  in 
January  1985,  over  1,000  pregnant  women  who  would  not  otherwise  be 
eligible  for  assistance  under  federal  law  have  received  assistance  each 
month.       All  of  these  cases  are  funded  at  100%  state  expense. 

o    Family  Reunification  Benefits 

Established    during    FY85,    Family    Reunification    Benefits  offer    continued 

assistance    to    families    whose    children    are    temporarily  placed    in    state 

care,    so   that   families   do   not   become   homeless   as   they  prepare    for   the 

return  of  their  children.     These  cases  are  funded  at  100%  state  expense. 

o    Expanded  Medicaid  Benefits  and  Eligibility  Up  69% 

While  over  the  last  few  years  40  states  have  either  reduced  eligibility 
for  or  cut  benefits  in  their  Medicaid  programs,  Massachusetts  has 
actually  increased  both  eligibility  and  benefits  for  Medicaid  recipients. 
Because  Medicaid  eligibility  standards  are  set  by  state  law  at  133  and 
1/3%  of  AFDC  payment  standards,  the  Medicaid  eligibility  standard  for  a 
family  of  three  has  increased  69%  since  1983.  In  addition  to  raising  the 
eligibility  standard,  the  Commonwealth  now  provides  all  32  optional 
services  permissible  under  federal  law  to  Medicaid  clients.  More  than 
$1.5  billion  is  available  for  Medicaid  coverage  for  poor  people  during 
this  fiscal  year. 

o    Expanded  Preventive  Child  Health  and  Nutrition  Programs. 

These  programs  are  targeted  to  low-income  children,  who  are 
documented  to  be  at  higher  risk  of  death  and  a  range  of  health 
problems.  Massachusetts  is  the  first  state  in  the  nation  to  provide 
substantial  state  funding  to  supplement  the  federal  Women,  Infants,  and 
Children  (WIC)  nutrition  program.  The  WIC  program  serves 
approximately  68,500  recipients  per  month  at  a  total  annual  cost  of  $34 
million. 

B.  Progress  in  Improving  the  Adequacy  of  Benefits 

As  the  preceding  section  has  shown,  AFDC  benefits  have  expanded 
substantially  in  the  past  five  years.  The  following  items  evaluate  this 
expansion  using  the  standards  contained  in  this  study  and  the  federal 
poverty  line.  Although  AFDC  families  have  access  to  and  participate  in  a 
number    of   benefit    programs,    as    noted    in    Section    II    of   this    report,    only 
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those  benefits  that  are  received  by  a  majority  of  AFDC  families  have  been 
included  in  the  following  analysis.  Instead,  a  basic  benefits  package  that 
includes  only  the  AFDC  grant,  rent  and  clothing  allowances,  and  food 
stamps  is  used  to  measure  progress  in  improving  the  adequacy  of  benefits. 

o    AFDC  Benefits  v.  Standard  -  Private  Housing 

As  the  chan  below  shows,  AFDC  benefits  for  clients  it  private  housing 
have  increased  relative  to  the  Standard  Budgets  of  Assistance.  FY87 
benefits  represented  71%  and  76%  of  the  FY87  standards  for  private 
housing  in  and  outside  metropolitan  Boston.  As  a  result  of  the  FY88 
benefit  increases,  AFDC  benefits  now  represent  74%  and  79%  of  the 
current  standards,  an  increase  of  three  percentage  points. 


AFDC 

Benefits  v.  Standards 
Private  Housing 

FY88 

AFDC  Benefits 

Grant 

Clothing  Allowance 
Rent  Allowance 
Food  Stamps 

$6,120 

300 

480 

1.704 

$8,604 

Private  Housing  Standard 

—  Metropolitan  Boston 
Percent  of  Standard 

$11,705 
74% 

—  Outside  Boston 
Percent  of  Standard 

$10,921 
79% 
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o    AFDC  Benefits  v.  Standards  -  Public  and  Subsidized  Housing 

As  a  result  of  the  FY88  benefit  increases,  AFDC  clients  in  public 
housing  receive  $7,680,  an  increase  of  nearly  $500  over  FY87  benefits. 
The  chart  below  shows  that,  due  to  the  FY88  increase,  clients  now 
receive  benefits  equal  to  81%  of  the  public  housing  standard. 


AFDC  Benefits  v.  Standards 
Public  Housing 

FY88 

AFDC  Benefits 

Grant 

Clothing  Allowance 

Food  Stamps 

$6,120 

300 

1.260 

Total 

$7,680 

Public  Housing  Standard 
%  of  Standard 

$9,430 
81% 
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o    AFDC  Benefits  v.  Federal  Poverty  Line:     FY83-FY88 

The  federal  poverty  line  is  another  commonly  used  measure  of  the 
adequacy  of  benefits.  Although  no  state  in  the  nation  provides  AFDC 
benefits  equal  to  the  poverty  line,  the  Commonwealth's  AFDC  benefits 
relative  to  the  federal  poverty  line  have  risen  significantly  since 
FY83.  For  clients  in  private,  unsubsidized  housing,  benefits,  including 
available  federal  food  stamps,  are  now  93%  of  the  1987  poverty  line 
for  a  family  of  three.  In  FY83,  AFDC  benefits  including  food  stamps 
equaled  only  79%  of  the  federal  poverty  line.  As  the  chart  below 
indicates,  benefit  increases  between  FY83  and  FY88  have  helped 
restore  the  loss  of  purchasing  power  that  occurred  between  FY79  and 
FY83. 


Benefits  to  AFDC  Clients 
Relative  to  Federal  Poverty  Line 
FY79  to  FY88 

(family^  of 

three) 

FY79 
(12/78) 

FY83 
(1/93) 

FY88 
(7/87) 

AFDC 

-  Grant 

$4,049 

$4,550 

$6,120 

-  Clothing  Allowance 

0 

150 

300 

-  Rent  Allowance 

Q 

$4,049 

$4,700 

480 
$6,900 

Food  Stamps 

1,104 

1.560 

1.7Q4 

TOTAL 

$5,153 

$6,260 

$8,604 

Federal  Poverty  Level 

$5,178 

$7,938 

$9,300 

Percent 

99% 

79% 

93% 
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V.  The  Homelessness  Problem  Among  AFDC  Families 

With  respect  to  the  prevention  and  alleviation  of  homelessness,  the 
Department  faces  a  particularly  difficult  task  in  fulfilling  its  mandate 
under  c  118  2.  While  only  a  small  percentage  of  all  AFDC  families 
(about  1%  on  any  given  night)  are  homeless,  the  unmet  needs  of  these 
families  are  wide-ranging.  This  section  of  the  report  outlines  the  extent 
of  homelessness  among  AFDC  families,  details  its  causes,  and  reviews  the 
services  available  to  homeless  families  and  families  threatened  with 
homelessness. 

A.  The  AFDC  and  Homelessness  Linkage 

Homelessness  in  the  Commonwealth  is  a  serious  problem,  one  that 
affects  many  families  with  children,  in  addition  to  the  individuals 
traditionally  making  up  the  homeless.  Out  of  an  estimated  10,000 
homeless  people  in  Massachusetts,  approximately  75%  are  in  families, 
according  to  estimates  by  homeless  shelter  directors.  According  to  a 
1985  report  of  the  Executive  Office  of  Human  Services,  80%  of  homeless 
families  rely  on  AFDC  as  their  principal  source  of  support.  The 
Department's  data  on  homeless  clients  indicate  that  a  number  of  factors, 
both  economic  and  non-economic,  contribute  to  the  problem  of 
homelessness. 

While  a  high  percentage  of  those  who  are  homeless  rely  on  AFDC,  only 
a  small  percentage  of  AFDC  clients  in  a  given  year  become  homeless. 
Out  of  a  total  of  about  120,000  families  that  received  assistance  from 
the  Welfare  Department  in  FY87,  less  than  4,000  families,  or  about  3%, 
arrived  homeless  and  in  need  of  services  at  a  local  Welfare  office. 
Massachusetts  is  fortunate  in  that  it  is  able  to  provide  shelter  and 
services  to  aji  families  who  identify  themselves  as  needing  help.  It 
seems  likely  that,  if  family  homelessness  were  caused  solely  by  the  level 
of  AFDC  benefits,  far  more  than  3%  of  all  AFDC  families  would  become 
homeless. 

The  demographic  profile  of  homeless  families  closely  resembles  that  of 
other  AFDC  families.  Over  85%  are  headed  by  a  single,  female  parent. 
The  average  size  of  a  homeless  family  is  three  people.  The  majority  of 
the  families  are  white.  About  two-thirds  of  homeless  families  include  a 
child  under  six. 

It  is  important  to  note  that,  in  addition  to  the  4,000  AFDC  families 
who  became  homeless  in  FY87,  other  AFDC  families  used  Emergency 
Assistance  (EA)  as  an  emergency  service  to  prevent  homelessness  and 
escape  the  need  to  stay  in  a  hotel  or  motel.  EA  services  include  the 
payment  of  up  to  four  months  of  rent  and  utility  arrearages  to  help 
prevent  families  from  losing  their  housing,  and  one  month's  advance  rent 
and  a  security  deposit  so  that  AFDC  families  who  are  forced  to  move 
can  secure  new  housing  without  becoming  homeless.  In  FY87,  the 
Department  spent  over  $23  million  for  such  services  out  of  a  total 
expenditure  of  nearly  $35  million  for  all  Emergency  Assistance  services. 
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B.  Why  AFDC  Families  are  Homeless 

About  two-thirds  of  all  AFDC  families  seeking  emergency  shelter  are 
homeless  primarily  for  economic  reasons.  The  loss  of  a  job,  an 
expensive  medical  emergency,  the  sale  of  an  apartment  building  where 
the  family  is  a  tenant,  or  excessive  rent  hikes  can  force  a  family  out 
of  its  home.  The  other  third  of  homeless  AFDC  families  are  homeless 
primarily  because  of  non-economic  reason^,  such  as  abuse  by  a  spouse, 
psychological  problems,  substance  abuse,  or  another  social  service 
problem. 

The  chart  on  the  next  page  summarizes  the  major  reasons  for 
homelessness  of  the  AFDC  families  who  received  emergency  shelter  in  a 
hotel  or  motel  in  FY87. 
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WHO  ARE  THE  DEPARTMENT'S  HOMELESS? 

NOT  PRIMARILY  ECONOMIC  PRIMARILY  ECONOMIC 

(33%)  (67%) 


SEVERELY  DISRUPTIVE 

WHILE  IN 
EMERGENCY  SHELTER 
THEREFORE  REQUIRING 
SPECIAL  SERVICES 

FAMILIES  WITH  SOME 
ALTERNATIVE  RESOURCES 

ENTRENCHED  AND/OR 
MULTIPROBLEM  FAMILIES 

FAMILIES  IN  HOUSING  CRISIS 
DUE  TO: 

-  FIRE 

-  BLDG  CONDEMNED/SOLD 

-  MISTREATMENT 

PREGNANT  TEENS 

NONPAYMENT  OF  RENT 

\             BATTERED  WOMEN 
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Economic  Causes  of  Homelessness 

The  displacement  of  low-income  families  from  the  housing  market  is  a 
negative  side  effect  of  Massachusetts'  economic  prosperity  and  the 
ensuing  real  estate  boom.  The  increase  in  the  number  of  people 
seeking  housing  causes  rents  to  increase.  "Gentrification"  of  urban 
neighborhoods  displaces  low-income  residents  by  driving  up  rents  and 
property  values.  Condominium  conversions  remove  multi-family  rental 
units  from  the  market  —  the  housing  most  needed  by  low-income 
families. 

As  noted,  of  the  85,000  households  receiving  AFDC  at  any  one  time  in 
Massachusetts,  about  two-thirds  (57,000)  live  in  unsubsidized  housing. 
As  rents  continue  to  increase,  these  families  face  increasing  economic 
hardship.  Already,  many  private  units  are  beyond  the  reach  of  AFDC 
recipients.  Based  on  an  analysis  of  apartments  advertised  for  rent  in 
the  Boston  Globe,  between  1982  and  1984,  80%  of  Boston  housing  renting 
for  less  than  $300  per  month  disappeared.  Either  rents  increased,  or  the 
units  were  converted  into  condominiums,  or  they  became  uninhabitable. 
In  Boston  alone,  between  1980  and  1986,  approximately  16,000  apartments 
were  converted  to  condominiums,  almost  all  of  which  were  conversions 
of  multi-family  units.  This  problem,  however,  is  not  confined  to 
Boston.  Between  1980  and  1986,  the  average  rent  for  a  two-bedroom 
apartment  increased  by  over  50%  in  Somerville  and  over  140%  in  Lowell. 
Further  contributing  to  the  difficulties  of  low-income  families  are 
extremely  low  vacancy  rates  ~  less  than  1%  in  some  cities. 

The  existing  supply  of  subsidized  housing  is  insufficient  to  meet  the 
needs  of  low-income  families.  Federal  funding  for  housing  assistance 
has  decreased  60%  since  1981,  and  there  has  been  no  federally-funded 
construction  of  low-income  family  housing  in  Massachusetts  since 
federal  fiscal  year  1982.  As  a  result,  waiting  lists  for  public  housing 
are  very  long.  There  are  approximately  14,500  families  on  the  public 
housing  waiting  list  in  Boston  (up  from  11,000  in  December  1985),  2,000 
in  Springfield,  and  1,100  in  Worcester.  In  Cambridge,  where  there  are 
approximately  3,000  public  housing  units,  an  additional  3,000  families  are 
on  the  waiting  list. 

The  wait  for  these  families  can  often  take  years.  For  example,  in 
August  1985,  4,200  AFDC  families,  or  25%  of  all  Boston  AFDC  families, 
were  on  waiting  lists  for  Boston  public  housing.  Despite  this  large 
demand,  only  170  AFDC  families  moved  into  Boston  public  housing  from 
January  through  August  1985  —  only  20  families  per  month.  At  this 
rate,  it  would  take  17  years  for  all  of  the  AFDC  families  on  die  Boston 
public  housing  waiting  list  to  be  served. 

Primarily  Non-Economic  Reasons 

The  problems  of  many  homeless  families  can  be  solved  by  placement  in 
affordable  housing.  However,  many  families  also  suffer  from  other, 
non-economic  problems  which  contribute  to  their  homelessness  or  which 
make  placement  into  permanent  housing  difficult.  These  families  may  be 
fleeing  a  husband  who  abuses  the  mother,  be  grappling  with  alcohol  or 
other    substance    abuse,    or    have    untreated    mental    health    problems    or 
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other  social  problems  requiring  more  help  than  just  housing. 
Homelessness  puts  an  additional  strain  on  these  families. 

A  1985  study  conducted  by  a  Harvard  psychiatrist  found  that  over  70% 
of  homeless  mothers  in  Massachusetts  had  personality  disorders 
indicating  they  had  severe  functional  impairment.  Even  if  placed  in 
permanent  housing,  the  study  predicted  that  these  women  would  rjoi  be 
able  to  function  on  their  own  and  retain  their  housing,  due  to  the 
seriousness  of  their  emotional  and  psychological  problems.  The 
Department's  experience  with  homeless  families  does  not  bear  out  this 
statistic  Since  August,  1985  the  Department  has  helped  place  over 
4,500  homeless  AFDC  families  into  permanent  housing.  However,  shelter 
directors  and  Department  staff  estimate  that  about  one  third  of 
homeless  families  do  indeed  have  serious  social  service  needs. 

Families  with  multiple  problems  make  up  a  higher  proportion  of  the 
long-term  homeless.  One  third  to  one  half  of  the  homeless  families 
who  have  been  in  hotels  and  motels  for  more  than  90  days  have  serious 
problems  such  as  substance  abuse,  a  history  of  violence,  or  an 
emotional,  physical,  or  psychological  problem.  Such  families  are  very 
difficult  to  place  into  permanent  housing,  even  with  the  ongoing  efforts 
of  housing  search  workers  and  DSS  social  workers. 

Some  of  these  families  have  been  evicted  from  subsidized  housing,  thus 
making  them  ineligible  for  future  subsidies,  or  they  cannot  be  placed 
because  of  a  bad  tenant  history,  such  as  failure  to  pay  rent  or  causing 
damage  to  their  housing.  These  families  are  eligible  for  the  Emergency 
Assistance  program,  under  current  state  law  and  the  Department's 
regulations.  However,  the  families'  ineligibility  for  subsidies,  together 
with  their  other  problems,  present  an  extraordinarily  difficult  task  for 
housing  search  workers.  The  Welfare  Department  often  becomes  the 
shelter  provider  of  last  resort  for  these  families.  In  addition,  some  of 
these  families  do  not  cooperate  with  efforts  to  find  them  housing  by 
missing  appointments  or  by  repeatedly  refusing  housing. 

C.  The  Evolution  of  Services  to  the  Homeless  in  Massachusetts 

During  the  last  several  years,  the  Administration's  response  to  the 
range  of  problems  that  cause  homelessness  and  to  the  shelter  needs  of 
the  homeless  population  has  expanded  significantly.  Many  state 
agencies  have  assumed  active  roles:  the  Departments  of  Public  Welfare 
and  Social  Services,  and  the  Executive  Offices  of  Human  Services  and 
Communities  and  Development  have  developed  and  expanded  programs 
for  families  in  crisis,  along  with  programs  to  develop  permanent  low- 
income  housing. 
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Phase  I:     Emergency  Sendees 

In  responding  to  the  growing  problem  of  family  homelessness  in  FY84, 
the  Department's  first  priority  was  to  ensure  that  emergency  services, 
especially  shelter,  were  available  to  homeless  families.  These  services 
include  Emergency  Assistance  and  Department-funded  family  shelters. 

Prior  to  1983,  the  Emergency  Assistance  (EA)  program  off-red  only 
limited  aid  to  homeless  families.  Passage  of  Chapter  450  of  the  Acts  of 
1983  greatly  expanded  the  Department's  ability  to  assist  homeless 
families  and  prevent  homelessness  through  the  EA  program.  This 
legislation  underscores  the  Administration's  and  the  Legislature's 
commitment  to  addressing  the  problems  of  homeless  families. 
Specifically,  Chapter  450: 

o    removed    restrictive    caps    on    the    amount    of    EA    the    Department 
could  provide  for  fuel,  utility,  rent,  and  mortgage  arrearages; 

o    removed  the  thirty  day  limit  on  emergency  shelter,  and 

o    extended    EA    benefits    to    cover    pregnant    women    with    no    other 
dependents. 

During  FY87,  over  36,000  families  used  EA  benefits.  These  families 
rep-esenfed  more  tlian  30%  of  all  families  who  used  AFDC  during  the 
same  year.  Of  these  36,000  EA  users,  less  than  4,000  were  homeless. 
The  rest,  about  32,000  families,  used  EA  as  an  emergency  service  to 
prevent  homelessness. 

Since  the  passage  of  Chapter  450,  total  Emergency  Assistance  spending 
has  increased  by  nearly  400%,  from  $7.5  million  in  FY83  to  nearly  $35 
million  in  FY87.  In  FY88,  the  Department  expects  to  spend  over  $42 
million  for  EA  benefits. 

After  expanding  EA  benefits,  the  Department  began  working  to  provide 
alternatives  for  emergency  shelter  other  than  hotels  and  motels.  The 
Department,  in  conjunction  with  the  Massachusetts  Coalition  for  the 
Homeless,  developed  a  model  for  small  family  shelters  that  emphasizes 
housing  assistance  and  strong  coordination  with  local  community  and 
social  service  agencies. 

No  state-funded  family  shelters  existed  at  the  beginning  of  FY83;  by 
FY87,  the  Department  was  funding  48  family  shelters  around  the  state, 
providing  beds  for  over  300  families.  A  homeless  shelter  is  certainly 
not  a  permanent  solution  to  a  family's  homeless  problem,  rather  it  is  a 
temporary  emergency  intervention.  Moi  cover,  shelters  can  provide  more 
comprehensive  support  services  than  are  available  to  families  in  hotels 
and  motels.  A  family  staying  in  a  shelter  works  with  shelter  staff  to 
find  housing  and  to  plan  for  the  family's  exit  from  the  shelter  into 
permanent  housing.  Shelters  provide  social  services,  especially  housing 
search  and  family  support  services. 

Staff  in  family  shelters  work  closely  with  homeless  families  to  help 
them    find    housing.        The    Department    provides    funds    and    training    for 
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these  workers,  who  perform  the  same  functions  as  housing  search 
workers  serving  families  in  hotels  and  motels,  including  assistance  in 
applying  for  subsidies,  contacting  landlords,  and  counseling  families 
about  housing  needs,  rights,  and  responsibilities.  Staff  at  family 
shelters  placed  1,100  families  into  permanent  housing  in  FY86  and  FY87. 

The  Department  began  funding  family  support  service  programs  at 
family  shelters  in  FY86.  These  programs  provide  counseling  to  parents 
and  children,  assistance  in  developing  parenting  skills,  and  instruction 
in  necessary  survival  skills  such  as  budgeting  and  meal  planning.  These 
services  help  homeless  families  make  a  successful  transition  to 
permanent  housing  and  give  them  the  skills  to  maintain  their  families 
intact  in  that  housing. 

Phase  II:     Permanent  Housing 

As  the  hotel/motel  population  continued  to  climb  during  FY85,  it 
became  apparent  that  emergency  services  were  not  enough  to  deal  with 
the  homeless  problem.  Many  families  were  unable  to  locate  permanent 
housing  on  their  own.  As  a  result,  the  Department,  in  cooperation  with 
other  state  agencies,  began  working  with  homeless  families  to  help  them 
find  permanent  housing.  Housing  search  services  provided  by  the 
Department  of  Public  Welfare,  the  Department  of  Social  Services  and 
non-profit  agencies  placed  about  1,600  AFDC  families  in  permanent 
housing  in  FY86  and  more  than  1,700  in  FY87. 

These  services  are  provided  by  housing  search  workers  experienced  in 
finding  housing  and  negotiating  with  landlords;  each  family  in  a  hotel 
or  motel  is  contacted  by  a  housing  search  worker  at  least  once  a  week 
until  permanent  housing  is  found.  By  the  time  the  average  homeless 
family  leaves  a  hotel  or  motel,  they  will  have  been  contacted  by  their 
housing  search  worker  14  times. 

Since  there  is  a  very  limited  amount  of  available  public  housing,  98%  of 
all  homeless  families  are  placed  into  private  housing.  However,  as 
noted,  the  tight  housing  market  has  caused  rents  to  rise  to  the  point 
where,  for  a  humeLas  family  trying  to  rent  a  unit  on  the  market,  most 
available  apartments  are  beyond  the  means  of  low-income  AFDC 
families.  As  a  result,  rent  subsidies  have  become  a  critical  ingredient 
if  homeless  families  are  to  obtain  new  permanent  housing. 

The  Department  of  Public  Welfare  and  the  Executive  Office  of 
Communities  and  Development  (EOCD)  have  cooperated  to  issue  Chapter 
707  rent  subsidy  certificates  and  federal  and  state  housing  vouchers  to 
homeless  families.  Chapter  707  certificates  pay  the  difference  between 
25%  of  a  household's  "monthly  adjusted  gross  income"  and  the  cost  of 
rent  and  utilities,  up  to  a  certain  maximum  allowable  level.  These 
efforts  are  now  being  supplemented  by  federally-funded  Section  8 
vouchers  and  a  new  state-funded  rent  voucher  program.  The  client 
receives  benefits  from  these  vouchers  that  are  similar  to  Chapter  707 
certificates,  but  with  less  paperwork  involved.  During  FY87  alone,  over 
1,300  homeless  AFDC  families  leased  apartments  using  subsidy 
certificates  or  vouchers.  On  average,  these  certificates  pay  between 
$500  and  $600  per  month  to  landlords  on  behalf  of  poor  families. 
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Phase  III:     Prevention 

The  best  way  to  reduce  the  number  of  homeless  families  is  to  prevent 
them  from  losing  their  housing  by  intervening  at  the  appropriate  time. 
As  noted  earlier,  many  preventive  services  are  provided  through  the 
Emergency  Assistance  program.  These  services  go  a  long  way  toward 
helping  thoie  who  are  in  danger  of  homelessness  because  they  are 
unable  to  pay  their  electric  bill  or  do  not  have  the  necessary  funds  to 
cover  the  up-front  costs  of  a  new  apartment.  In  FY87,  the  Department 
paid  more  than  20,000  utility  arrearages,  8,200  rent  arrearages,  and  9,800 
advance  rent  payments  on  behalf  of  AFDC  families. 

There  are  however,  families  who  are  in  danger  of  homelessness  for 
other  reasons  —  a  disagreement  with  a  landlord,  potentially  dangerous 
or  unhealthy  conditions,  or  difficulty  managing  expenses  to  pay  rent 
and  utility  bills  on  time.  Assistance  is  provided  to  clients  facing  these 
problems  through  EOCD's  Housing  Services  program.  This  program, 
which  began  in  FY85,  is  designed  to  prevent  tenants  from  becoming 
homeless  through  mediation  of  disputes  between  tenants  and  landlords, 
workshops  for  landlords  and  tenants  about  available  assistance  programs, 
and  counseling  for  tenants  about  budgeting  and  about  their  rights  and 
responsibilities.  These  services  are  provided  through  a  statewide 
network  of  non-profit  community  agencies.  In  FY87,  the  Department 
provided  funds  for  18  additional  program  staff  to  work  specifically  with 
AFDC  families  at  risk  of  becoming  homeless;  in  the  first  year  of  this 
joint  program,  nearly  1,000  AFDC  families  were  helped  to  retain  their 
housing. 

Phase  IV:     Social  Services 

An  AFDC  family  in  a  hotel  or  motel  is  not  left  on  its  own  to  cope,  but 
may  also  receive,  in  addition  to  housing  search  services,  extensive 
services  designed  to  help  family  members  deal  with  the  situation. 
Homeless  families  in  need  of  social  services  are  referred  to  a 
Department  of  Social  Services  (DSS)  caseworker;  DSS  provides  a  range 
of  services  to  meet  the  needs  of  homeless  families,  from  summer  camp 
placements  for  children  to  teaching  a  young  mother  how  to  maintain  a 
stable  household.  For  families  with  social  services  needs,  DSS  services 
continue  after  the  family  has  been  placed  into  permanent  housing,  in 
order  to  stabilize  the  family  and  ensure  that  they  do  not  become 
homeless  again. 

In  addition,  housing  search  workers  contact  each  family  at  least  once 
per  week  and  provide  help  and  support,  including  finding  available 
apartments,  escorting  the  head  of  the  household  to  meetings  with 
landlords  and  realtors,  and  assisting  the  family  in  completing 
applications  for  apartments  and  for  subsidy  programs. 

Summary 

Family  homelessness  is  a  very  serious  problem  in  the  Commonwealth,  as 
well  as  across  the  nation.  Most  homeless  families  (80%)  are  AFDC 
families,   but   only   a   small   percentage   of  AFDC   families   (about   3%)    are 
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homeless  during  the  course  of  a  year.  The  Department  of  Public 
Welfare  and  other  state  agencies  have  put  into  place  an  extensive 
system  of  services  for  homeless  families  over  the  last  four  years.  To 
the  best  of  our  knowledge,  all  homeless  AFDC  families  who  request 
assistance  at  a  local  Welfare  office  receive  services.  The  Department 
intends  to  improve  further     its  services  for  homeless  families. 


VI.   Possible  Courses  of  Action 

The  preceding  parts  of  this  report  demonstrate  that  the  Department  faces  a 
dilemma  in  fulfilling  its  obligation  under  c.  118  2  within  existing 
appropriations.  In  conformity  with  the  Supreme  Judicial  Court's  decision, 
the  Department  requests  the  Legislature  to  provide  a  solution  to  these 
dilemmas. 

Included  for  consideration  by  the  Legislature  are  two  potential  courses  of 
action  for  responding  to  these  dilemmas.  In  evaluating  what  course  of 
action  to  pursue,  it  is  important  to  bear  in  mind  the  nature  and  causes  of 
family  homelessness.  As  previously  discussed,  the  problem  of  family 
homelessness  is  complex;  a  significant  number  of  AFDC  families  who  seek 
emergency  shelter  are  homeless  due  primarily  to  non-economic  reasons. 
Therefore,  a  solution  that  solely  addresses  economic  need  by  simply  raising 
benefits  will  not,  in  the  Department's  opinion,  solve  the  homelessness 
problem  for  many  homeless  families.  For  instance,  there  is  nothing  to 
prevent  landlords  from  simply  raising  rents  by  the  same  amounts  that 
benefits  are  raised,  leaving  AFDC  families  no  better  off  than  they  were 
before  the  increase. 

A.  Raise    AFDC    Cash    Benefits    for    All    Cases    to    the    Standard    Budgets    of 
Assistance 

One  possible  option  is  to  raise  AFDC  cash  benefits  from  their  current 
levels  to  the  Standard  Budgets  of  Assistance.  This  option  would  result 
in  substantial  increases  in  benefits  and  eligibility  levels.  While  raising 
benefits  to  the  standards  would  immediately  address  the  dilemma 
regarding  the  adequacy  of  benefits,  this  option  docs  not  address  the 
problem  of  long-term  welfare  dependency  or  non-economic  homelessness. 
Raising  benefits  alone  does  not  provide  AFDC  families  with  the  tools 
they  need  to  become  self-sufficient.  It  will  not  solve  the  social  service 
problems  of  AFDC  families  who  become  homeless  for  non-economic 
reasons.     In  addition,  this  approach  has  a  number  of  drawbacks: 
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It  would  be  very  expensive  to  implement.  If  AFDC  grants  alone 
were  raised  to  meet  the  standards,  and  other  available  benefits 
were  not  accounted  for,  AFDC  grants  would  need  to  be  increased 
by  an  additional  47%  to  70%,  depending  on  families'  living 
situations. 


Current 
AFDC  Benefits* 

FY88  Standard 
Budget  of  Assistance 

Percent 
Increase 
Required 

Public  or  Subsidized 
Housing 

$6,420 

$9,430 

47% 

Private  Housing  outside 
Metropolitan  Boston 
or  on  Cape  Cod 

$6,900 

$10,920 

58% 

Private  Housing  in 
Metropolitan  Boston 
and  on  Cape  Cod 

$6,900 

$11,705 

70% 

•Includes  AFDC  grant, 

clothing  allowance, 

and  rent  allowance. 

o  A  major  result  would  be  to  make  more  new  families  eligible  for 
AFDC.  Because  federal  regulations  require  the  eligibility  standard 
to  equal  185%  of  the  payment  standard,  grant  increases  would 
result  in  higher  eligibility  standards.  As  many  as  30,000  new 
families  (who  are  not  now  homeless  or  receiving  AFDC)  would 
become  eligible  for  AFDC.  This  increase  is  in  addition  to  the 
current  AFDC  caseload  of  approximately  85,000. 

o  Raising  AFDC  benefit  levels  to  the  Standard  Budgets  of  Assistance 
ignores  foe  other  benefits  available  to  AFDC  families.  As  detailed 
in  Section  III,  a  wide  variety  of  other  assistance  programs  that 
provide  basic  assistance  are  available  to  AFDC  families. 
Addressing  the  dilemma  solely  by  raising  AFDC  benefits 
disproportionately  emphasizes  the  role  cash  benefits  play  in 
providing  assistance  to  low  income  families. 

o  The  federal  Food  St?*np  VTnSr?\m  for  AFDC  families  would  be 
effectively  eliminated.  One  key  result  of  raising  AFDC  benefits  to 
the  Standard  Budgets  of  Assistance  would  be  that  AFDC  families 
would  no  longer  be  eligible  to  receive  Food  Stamps  which  are 
financed  at  100%  federal  expense.  This  would  mean  that  the  cost 
to  the  Commonwealth  of  providing  benefits  to  AFDC  families 
would  increase  because  100%  federally  funded  Food  Stamp  benefits 
would  be  replaced  by  50%  state  dollars. 
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Resources  would  be  focused  on  families  who  are  not  homeless. 
This  option  would  not  target  resources  to  homeless  families.  In 
fact,  of  the  total  cost  of  increasing  benefits  to  the  Standard 
Budgets  of  Assistance,  only  about  3%  would  go  to  homeless 
families. 

Raising  AFDC  income  eligibility  standards  to  between  $17.000  and 
$22.000  could  create  a  work  disincentive.  Raising  AFDC  benefit 
standards  to  the  Standard  Budgets  of  Assistance  would  also  raise 
the  gross  income  eligibility  standard  for  AFDC  (set  by  federal  law 
at  185%  of  the  standard  of  need)  to: 


FY88  Standard 
Budget  of  Assistance 

Resulting  Federally 
Mandated  Income 
Elipbilitv  Standard 

Public  or  Subsidized 
Housing 

$9,430 

$17,446 

Private  Housing  outside 
Metropolitan  Boston 

i 

$10,920 

$20,208 

Private  Housing  in 
Metropolitan  Boston 
and  on  Cape  Cod 

$11,705 

$21,660 

Although  families  with  incomes  of  over  $20,000  would  not 
necessarily  receive  cash  benefits,  they  could  be  entitled  to  receive 
Medicaid  and/or  Emergency  Assistance.  This  increase  might  create 
a  work  disincentive. 

o    Rents   may   be    increased   by   landlords    and    as    a   result,   offset   the 
benefit  increase. 

B.  Out  of  Poverty  Targeted  Homelessness  Approach 

Another  approach  to  the  dilemma  between  available  benefits  and  the 
needs  of  AFDC  families  is  to  continue  to  strengthen  the  Legislature's 
and  the  Administration's  policy  of  pursuing  a  comprehensive  "out  of 
poverty"  approach  for  AFDC  families.  While  this  option  will  not  resolve 
the  dilemma  immediately,  the  "out  of  poverty  approach"  is  a  long-term 
strategy  for  improving  the  adequacy  of  benefits  and  for  reducing 
families'  dependence  on  welfare  programs.  Since  FY83,  the 
Administration  has  developed  a  comprehensive  approach  designed  to 
alleviate  the  major  barriers  to  opportunity  in  the  Commonwealth: 

o    Teen  pregnancy 

o    High  school  dropouts 
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o    Adult  illiteracy 

o    Drug  and  alcohol  abuse 

o    Lack  of  adequate  child  support 

To  reduce  these  five  barriers  to  opportunity  and  provide  a  route  out  of 
poverty  for  poor  families  in  Massachusetts,  the  Administration  has 
invested  in  a  number  of  key  areas  over  the  past  five  years.  Significant 
progress  has  been  made: 

o  AFDC  benefits  have  increased  47%  since  FY83.  As  a  result,  AFDC 
benefits  have  increased  at  over  twice  the  rate  of  inflation  for  the 
same  period  and  Massachusetts  has  moved  from  13th  in  the  nation 
in  terms  of  AFDC  benefits  to  4th. 

o  Full-time  wages  for  ET  graduate  now  average  $13.000  per  vear- 
nearlv  twice  as  much  as  average  AFDC  benefits.  Over  40,000 
AFDC  families  have  obtained  full  or  part-time  jobs  through  ET. 

o  Improved  child  support  enforcement  efforts  enabled  3.900  families 
to  become  independent  of  AFDC  in  FY87  by  getting  them  the  child 
support  payments  they  deserve. 

o  As  a  result  of  three  major  housing  bond  frills  providing  a  total  of 
nearly  $1  billion,  the  supply  of  affordable,  low-income  housing  will 
increase  bv  28.000  units.  At  the  same  time,  federal  funding  for 
housing  assistance  has  decreased  by  nearly  60%. 

o  Improved  housing  search  services  have  resulted  in  over  4.000 
placements  of  homeless  families  into  permanent  housing.  In 
addition,  preventive  services  provided  through  the  Emergency 
Assistance  program  prevented  over  33,000  clients  in  FY87  from 
being  homeless. 

To  continue  the  progress  made  in  increasing  benefits  and  expanding 
alternatives  to  poverty,  tLs  Legislature  could  choose  to  provide  funding 
for  additional  initiatives  in  each  of  these  five  areas. 

1.    Employment    and    Training    Choices    CEP    Program    -    will    provide    full- 
time  employment  for  an  additional  12.000  families  in  FY88. 

Begun  in  October  1983,  the  Commonwealth's  ET  Choices  program 
provides  AFDC  recipients  with  a  wide  variety  of  services  aimed  at 
helping  clients  secure  unsubsidized  employment.  These  services 
include:  basic  education  and  adult  literacy  courses,  English  as  a 
Second  Language,  skills  training  programs,  employment,  and  job 
search  assistance.  As  part  of  the  Department's  attempts  to  eliminate 
the  barriers  to  opportunity,  the  ET  program  now  provides  targeted 
services  to  pregnant  and  parenting  teens.  This  effort  helps  pregnant 
and  parenting  teens  complete  high  school  and  acquire  the  necessary 
skills  to  obtain  employment.  In  addition,  the  Commonwealth  provides 
ET   participants   with   day   care   during   training   and   for   up   to   a  year 
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after  placement  into  a  job.  Since  its  inception  nearly  four  years  ago, 
ET: 

o  has  placed  more  than  40,000  recipients  into  full  or  part  time 
jobs, 

o  is  currently  providing  clients  with  full-time  jobs  with  an  annual 
income  of  over  $13,000  -  about  twice  the  average  welfare 
grant, 

o  is  reducing  welfare  dependency,  as  evidenced  by  the  fact  that 
86%  of  ET  placements  who  leave  the  caseload  are  still  off  one 
year  later. 

In  FY88  the  Commonwealth  will  spend  $90  million  on  the  ET  program 
and  will  help  12,000  AFDC  clients  obtain  full-time  jobs,  and  will 
provide  thousands  of  additional  clients  basic  literacy  and  education 
services  that  are  necessary  pre-employment  programs.  ET  helps 
address  the  dilemma  between  available  benefits  and  the  standards  by 
helping  clients  obtain  employment  and,  thus,  substantially  higher 
incomes. 

2.    Increasing    the    Supply    of   Affordable    Low-Income    Housing    bv    28.000 
Units 

Affordable  low-income  housing  is  integrally  linked  to  the  broader 
issue  of  general  housing  supply.  As  the  market  tightens,  the 
availability  of  low-income  units  diminishes.  Preserving  and  increasing 
the  supply  of  low-income  housing  is  a  critical  component  of  efforts 
to  prevent  and  combat  homelessness.  Major  efforts  of  the  Legislature 
and  the  Administration  to  increase  the  supply  of  affordable  low- 
income  housing  include: 

o  passing,  in  1983,  1985,  and  1987  three  housing  bond  bills  that 
provided  a  total  of  approximately  $1  billion  to  produce  and 
modernize  low-income  housing.     This  funding  includes: 

-  $241  million  for  the  production  of  new,  subsidized  family 
housing,  and 

.  $301  million  to  modernize  existing  public  housing  and  reclaim 
many  of  the  uninhabitable  public  housing  units  which  are 
currently  vacant 

In  total,  the  three  bond  bills  will  add  more  than  8,000  units  of 
low-income  public  housing  and  renovate -or  reclaim  over  20,000 
units  of  state  and  federal  public  housing. 

o  expanding  the  state's  Chapter  707  rent  program  36%  since  1983. 
Ch.  707  —  the  most  generous  and  broadly  available  rent  subsidy 
program  in  the  nation  —  currently  provides  rental  assistance  to 
12,000  households.  Rent  subsidies,  like  the  Ch.  707  certificates, 
are  one  of  the  most  valuable  tools  available  for  placing 
homeless   families   in   permanent   housing.      In   the   last   two  years 
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more  than  1,300  formerly  homeless  AFDC  recipients  have  been 
placed  into  a  Ch.  707  unit.  AFDC  families  receiving  Ch.  707 
subsidies  pay  a  ma"mnm  of  25%  of  their  income  on  rent  —  the 
balance  is  paid  by  the  state. 

Increasing  the  supply  of  public  and  subsidized  housing  helps 
address  the  dilemma  between  available  benefits  and  the 
standards  by  offsetting  families'  housing  expenses. 

3.   Targeted    Prevention    Efforts    and    Homeless    Assistance -    will    serve 

over  40.000  AFDC  Families  in  FY88. 

Direct,  targeted  assistance  to  AFDC  families,  designed  to  prevent 
homelessness  in  certain  critical  situations,  or  to  secure  new  homes 
when  homelessness  does  occur,  include: 

o  Placing  more  than  4,500  homeless  families  from  hotels/motels 
and  shelters  into  permanent  housing  since  the  beginning  of 
FY86. 

o  Reforming  the  AFDC*  Emergency  Assistance  (EA)  program  to 
make  it  more  responsive  to  clients'  housing  needs.  As  a  result 
of  these  reforms,  contained  in  Ch.  450  of  the  Acts  of  1983 
("An  Act  to  Prevent  Homelessness"),  EA  expenditures  increased 
from  $73  million  in  FY83  to  nearly  $35  million  in  FY87.  Over 
36,000  AFDC  families  were  served  by  EA  in  FY87.  In  FY88  the 
Department  expects  to  spend  over  $42  million  on  EA. 

o  Providing  more  than  1^300  rent  subsidy  certificates  or  housing 
vouchers  to  homeless  AFDC  families  in  FY87. 

o  Changing,  effective  October  1986,  emergency  access  regulations 
for  public  housing  in  the  Commonwealth  to  make  homelessness 
a  criterion  for  priority  access  to  available  public  and  subsidized 
housing. 

o  Providing  housing  services  for  counseling  and  landlord/tenant 
mediation  to  over  4,000  welfare  families,  thereby  enabling  them 
to  remain  in  their  homes. 

o  Increasing  the  number  of  homeless  shelters  funded  by  the 
Welfare  Department  from  2  in  1983  to  71  in  FY87,  including  48 
family  shelters. 


o  Providing  almost  half  of  all  AFDC  families  with  an  estimated 
$30  million  in  EOCD  fuel  assistance  funds  to  help  defray  utility 
costs. 

Targeted  prevention  efforts  address  the  dilemma  of  homelessness  by 
helping  prevent  a  substantial  number  of  families  from  becoming 
homeless.  Targeted  efforts  to  help  homeless  families  address  the 
dilemma  of  homelessness  by  helping  these  families  secure  new 
permanent  housing. 
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4.  Child  Support  Enforcement  -  will  help  4.000  additional  families 

Inadequate  child  support  is  one  of  the  major  barriers  to  opportunity. 
About  90%  of  AFDC  families  rely  on  welfare  because  one  parent  is 
absent  and  provides  either  no  child  support  or  support  insufficient  to 
provide  adequately  for  their  needs.  If  absent  fathers  met  their  legal 
and  moral  obligation  to  support  their  families,  welfare  rolls  could  be 
cut  substantially  and  children  would  receive  the  support  to  which 
they  are  entitled.  With  the  passage  of  Chapter  310  of  the  Acts  of 
1986,  the  Legislature  improved  the  Commonwealth's  ability  to  pursue 
child  support  enforcement  aggressively. 

o  In  FY87,  the  Welfare  Department  collected  a  record  $53  million  in 
child  support  —  about  25%  more  than  three  years  ago  —  nearly 
$10  million  of  which  went  directly  to  AFDC  recipients  in  addition 
to  their  AFDC  grants  under  a  new  federal  procedure. 

o  As  a  result  of  child  support  enforcement  activities,  3,900  families 
without  earnings  left  the  AFDC  caseload  during  FY87. 

For  FY88  child  support  enforcement  has  been  turned  over  to  the 
Department  of  Revenue  (DoR),  which  will  be  able  to  offer  this 
service  to  women  before  they  come  on  the  welfare  caseload.  (As 
part  of  the  Administration's  efforts  to  eliminate  the  barriers 
represented  by  inadequate  child  support,  the  Governor  recently  signed 
Chapter  490  of  the  Acts  of  1987,  an  act  that  further  strengthens 
DoR's  ability  to  pursue  child  support  enforcement  aggressively.)  In 
FY88,  DoR  expects  to  help  7,600  AFDC  families  leave  the  caseload, 
2,000  more  than  in  FY87.  DoR  will  also  help  2,000  families  stay  off 
AFDC.  In  addition,  DoR  will  collect  $63  million  in  child  support 
owed  to  families  who  are  on  AFDC,  of  which  $11  million  will  go 
directly  to  AFDC  recipients. 

Child  support  enforcement  activities  help  address  the  dilemma 
between  available  benefits  and  the  standards  by  making  absent 
parents  support  their  families. 

5.  Meeting  AFDC  Families'  Basic  Needs 

A  fifth  element  in  the  Administration's  and  the  Legislature's 
comprehensive  out  of  poverty  approach  has  been  expanding  the 
benefits  available  to  AFDC  families  while  they  are  on  assistance.  In 
the  past  five  years  (FY84-FY88),  benefits  have  increased  47%,  over 
twice  the  inflation  rate  of  21%  for  the  same  period  Massachusetts' 
AFDC  benefits  now  rank  4th  in  the  nation,  compared  to  13th  five 
years  ago,  as  a  result  of  this  increase  in  benefits.  In  addition, 
eligibility  has  been  extended  to  at-risk  populations,  including 
pregnant  women  and  families  whose  children  have  been  temporarily 
placed  outside  the  home.  Efforts  to  improve  the  adequacy  of  AFDC 
benefits  are  detailed  in  Section  m. 


109 


SPECIAL  REPORT  ON  AFDC  CASELOAD  TRENDS 


Since  the  Employment  and  Training  Choices  (ET)  program  started  on  October 
1,  1983,  the  AFDC  caseload  has  declined  by  5%  from  88,600  to  84,200.  This 
decrease  occurred  despite  a  record  47%  increase  in  benefits,  expanded 
eligibility,  changing  state-wide  demographics,  and  shifts  toward  a  less  job 
ready  caseload  As  the  following  measures  show,  strong  ET  performance  and, 
to  a  lesser  extent,  the  healthy  Massachusetts  economy  have  combined  to  help 
alleviate  poverty  in  the  Commonwealth. 

o    Average  length  of  rtav  on  AFDC  down  25% 

Today's   AFDC   families   require  AFDC   for   periods   that   average   nine  months 

less  than  families  on  AFDC  four  years  ago.      The  average  length  of  stay  on 

AFDC  has  fallen  by  25%  from  an  average  of  37  months  on  October  1,  1983 
to  an  average  of  28  months  on  February  1,  1988. 

The  declining  length  of  stay  on  AFDC  is  largely  the  result  of  the 
Department's  efforts  to  help  AFDC  families  become  more  self-sufficient  by 
providing  education  and  training  to  AFDC  mothers,  so  they  can  find  jobs 
with  wages  high  enough  to  allow  them  to  stay  off  welfare.  About  86%  of 
the  families  who  leave  welfare  through  ET  are  still  off  the  caseload  one 
year  later. 


AVERAGE  LENGTH  OF  STAY  ON  AFDC 
DOWN  25%  SINCE  ET  BEGAN 
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o    Clients  on  AFDC  five  wars  or  more  down  over  33% 

In  addition  to  the  decline  in  the  average  length  of  stay,  more  long-term 
AFDC  clients  are  ending  their  stays  on  AFDC.  Since  ET  began,  the  number 
of  AFDC  clients  who  have  been  on  the  caseload  continuously  for  five 
years  or  more  has  dropped  from  20,800  in  October  1983  to  14,000  in 
February  1988,  a  decrease  of  33%.  This  decrease  outpaced  the  5%  overall 
decline  in  the  caseload  during  the  same  period. 


FAMILIES  ON  AFDC  5  YEARS  OR  MORE 
DOWN  33*  SINCE  ET  BEGAN 
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As  this  measure  shows,  the  ET  program  has  been  successful  in  placing 
clients  who  are  least  job  ready  and,  therefore,  harder  to  serve.  ET 
provides  education,  training,  and  day  care  to  help  these  clients  overcome 
barriers  that  prevent  employment. 

o    Unemployed  Parent  Caseload  Decline  of  62% 

The  number  of  two-parent  families  on  AFDC  declined  62%  from  2,836  in 
October  1983  to  1,064  in  February  1988.  ET,  combined  with  the  strong 
state  economy,  has  helped  two-parent  families  leave  the  caseload  and 
become  self-sufficient. 


Ill 


TWO  PARENT  FAMILIES  ON  AFDC 
FY84  -  FY88 
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How  ET  Has  Contributed  to  the  Caseload  Decrease 

Begun  in    October    1983,    the    Commonwealth's    ET    Choices    program    provides 

AFDC  recipients    with    a    wide    variety    of    services    aimed    at    helping    clients 

secure  unsubsidized    employment.        Since    its    inception    nearly    four    years    ago, 
ET: 

o    has  placed  nearly  41,000  AFDC  recipients  into  full  or  part  time  jobs; 

o  is  currently  placing  clients  into  full-time  jobs  with  an  annual  wage  of 
over  $13,500  —  about  twice  maximum  AFDC  benefits  for  a  family  of 
three. 

o  Is  reducing  welfare  dependency,  as  evidenced  by  the  fact  that  86%  of 
ET  placements  who  leave  the  caseload  are  still  off  one  year  later. 

o    Has  saved  more  than  $130  million  in  1987  alone. 
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Income:     Welfare  Vs.  Wages 

FY  88 
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Through  the  ET  program,  the  Department  provides  basic  education  and  adult 
literacy  courses,  English  as  a  Second  Language,  skills  training  programs, 
employment,  and  job  search  assistance.  As  part  of  the  Department's 
attempts  to  eliminate  the  barriers  to  opportunity,  the  ET  program  now 
provides  targeted  services  to  pregnant  and  parenting  teens.  This  effort 
helps  pregnant  and  parenting  teens  complete  high  school  and  acquire  the 
necessary  skills  to  obtain  employment. 

Access  to  affordable  day  care  plays  a  key  role  in  an  AFDC  family's  efforts 
to  overcome  the  barriers  to  opportunity.  Over  95%  of  all  AFDC  families 
are  headed  by  single  parents  and  two-thirds  of  AFDC  families  have  children 
under  school  age.  To  ease  the  transition  from  welfare  dependency  to  self- 
sufficiency,  the  Commonwealth  provides  ET  participants  with  day  care 
services  during  training  and  for  up  to  a  year  after  placement  into  a  job. 

Combined  with  the  strong  Massachusetts  economy,  ET  has  been  successful 
in  helping  AFDC  clients  find  a  lasting  route  out  of  poverty.  As  the  graph 
below  shows,  the  state's  healthy  economy  cannot  be  solely  credited  for  the 
recent  decline  in  the  AFDC  caseload.  Between  1975  and  1979,  the 
unemployment  rate  fell  to  55%  while  the  caseload  increased  15%.  Since 
1983,  when  the  ET  program  was  introduced,  the  unemployment  rate  has 
decreased  to  32%  and  the  AFDC  caseload  has  decreased  5%. 
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AFDC  CASELOAD  CHANGE  V.  UNEMPLOYMENT  RATE 
1975  -  1979  AND  1983  -  1988 
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In  FY88  the  Commonwealth  will  spend  $90  million  on  the  ET  program,  help 

12,000    AFDC    clients    obtain    full-time    jobs,    and    provide  thousands    of 

additional    clients    basic    literacy    and    education    services    that  are    necessary 
pre-employment  programs. 

Upward  Pressures  on  the  Caseload 

While  strong  ET  performance  has  reduced  the  AFDC  caseload  and  kept  it  from 
increasing,  a  number  of  factors  continue  to  exert  upward  pressure  on  the 
caseload,  including  benefit  increases,  expanded  eligibility,  demographic 
changes,  and  an  increasingly  harder  to  serve  caseload 

o    AFDC  Berr-fifr  Up  Since  FY83 

Since  FY83,  the  Administration  and  the  Legislature  have  provided  benefit 
increases,  which,  for  the  first  five-year  period  in  more  than  15  years, 
outpaced  inflation.  Between  FY84  and  FY88  benefits  increased  47%, 
while  inflation  during  this  period  was  only  22%.  In  contrast,  from  FY80 
to  FY83,  consumer  prices  increased  by  40%  as  measured  by  the  Boston 
Consumer  Price  Index,  while  AFDC  benefits  increased  by  only  16%. 
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INFLATION  V.  AFDC  BENEFIT  INCREASES 

FY80  -  FY88 
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As  a  result  of  the  benefit  increases  between  1983  and  1988,  AFDC 
eligibility  standards  have  also  increased.  This  increase  is  due,  in  part, 
to  federal  regulations  that  require  AFDC  eligibility  standards  to  equal 
185%  of  the  AFDC  need  standard.  Because  the  Legislature  has  set  the 
AFDC  need  standard  equal  to  the  AFDC  payment  standard  for  FY88, 
recent  grant  increases  combined  with  a  change  in  federal  law  have 
resulted  in  a  70%  increase  in  the  AFDC  eligibility  standard  since  FY83. 
As  a  result  of  the  higher  eligibility  standard,  more  low-income  families 
have  become  eligible  for  AFDC  benefits. 

O     Ft^"^    Ffoifrflify 

-  Cash  and  Medical  Assistance  for  Pregnant  Women  in  the  First  Two 
Trimesters  of  Pregnancy  -  In  January  1985,  the  Department's  cash 
and  medical  assistance  programs  were  expanded  to  include  pregnant 
women  who  have  no  other  dependents  and  who  are  in  the  first  or 
second  trimester  of  pregnancy.  This  program  expansion  was  intended 
to  help  young  families  remain  intact  and  to  prevent  medical 
complications  that  cause  permanent  damage  to  children  born  to  low- 
income  women.  As  a  result  of  the  expansion,  nearly  600  pregnant 
women  who  would  not  otherwise  be  eligible  for  assistance  under 
federal  law  receive  assistance  each  month.  Because  these  women  are 
not  counted  as  AFDC  cases  under  the  federal  program,  their  AFDC 
level  benefits  are  funded  at  100%  state  expense. 


115 


-     jppmily  -Reunification  Benefits 

Established  during  FY85,  Family  Reunification  Benefits  offer  continued 
assistance  to  families  whose  children  are  temporarily  placed  in  state 
care,  so  that  families  do  not  become  homeless  as  they  prepare  for  the 
return  of  their  children.  Like  pregnant  women  in  the  first  and 
second  trimesters  of  pregnancy,  these  families  are  not  counted  as 
federal  AFDC  cases  and,  as  a  result,  their  AFDC  level  benefits  are 
funded  at  100%  state  expense.  Approximately  100  families  receive 
these  benefits  each  month. 

o    Statewide    Demographic    forges    Have    Increased    the    Pool    of    AFDC 
FKpihlp.  Families 

Since  FY83,  the  number  of  single-parent  families  in  Massachusetts  has 
increased  23%  from  175,800  to  216,200.  Three  factors  in  particular  have 
contributed  to  this  increase  in  the  number  of  single-parent  families: 

-  Births  --  Since  1980,  the  overall  number  of  births  in 
Massachusetts  has  increased  13%  from  72,600  to  81,800.  As  the 
following  table  indicates,  of  the  children  born  in  the 
Commonwealth  each  year,  more  than  one-quarter,  are  dependent 
upon  welfare  before  the  end  of  the  following  year.  This 
proportion  has  remained  relatively  constant  in  recent  years. 

-  Births  to  Unwed  Mothers  —  More  specifically,  a  large  part  of  the 
upward  pressure  on  the  AFDC  caseload  may  be  traced  to  an 
increase  in  the  number  of  births  to  unwed  mothers.  The  number 
of  births  to  unwed  mothers  in  Massachusetts  has  increased  by  33% 
since  1980. 

-  Divorces  —  Since  FY83,  the  number  of  divorces  in  the 
Commonwealth  has  increased  7%  from  18,000  to  19,800. 
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YOUNG  CHILDREN  COMING  ONTO  WELFARE 
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o    The  AFDC  Caseload  Has  Become  Harder  to  Serve 

In  the  past  four  years,  AFDC  families  have  become  increasingly  harder 
to  serve  through  Child  Support  and  ET.  The  factors  that  led  to  this 
change  in  caseload  characteristics  include: 

-  Prior  Welfare  Use  -  In  1983,  only  42%  of  all  AFDC  clients  had 
used  welfare  previously.  By  1987,  the  proportion  of  the  clients 
who  have  had  previous  welfare  stays  had  risen  to  52%  of  the 
caseload.  As  indicated  by  their  return  to  welfare,  these  families 
are  particularly  susceptible  to  the  barriers  to  opportunity.  As  a 
result,  families  with  previous  welfare  stays  require  more  extensive 
services  and  support  during  their  efforts  to  leave  welfare 
permanently. 
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Marital  Status  ~  Since  1983,  the  portion  of  household  heads  on 
the  caseload  who  are  unwed  parents  has  risen  from  37%  to  53%. 
Single  parent  families  often  lack  the  family  support  systems  that 
are  necessary  for  raising  children  and.  maintaining  a  job.  For 
these  parents,  adequate  child  support  and  affordable  day  care 
services  are  crucial  to  the  family's  success  in  finding  a  route  out 
of  poverty  and  remaining  self-sufficient. 


OVER  HALF  OF  ALL  AFDC  PARENTS 
HAVE  NEVER  BEEN  MARRIED 
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Race  ~  While  the  number  of  whites  and  blacks  on  the  AFDC 
caseload  has  dropped  11%  since  1983,  the  number  of  Hispanic 
families  has  increased  by  32%.  As  a  result,  the  percentage  of  the 
caseload  that  is  Hispanic  has  increased  from  16%  in  1983  to  22%  in 
1987.  As  the  two  graphs  on  the  next  page  indicate,  Hispanic 
heads  of  households  are  much  less  likely  than  non-Hispanic 
families  to  have  high  school  diplomas  or  work  histories.  In 
addition,  a  substantial  number  of  Hispanic  families  do  not  speak 
English.  Thus,  on  average,  Hispanic  AFDC  households  are  less  job 
ready  than  other  AFDC  families. 
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AFDC  PARENTS  WITH  HIGH  SCHOOL  DIPLOMAS 
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-  Education  —  In  1984,  approximately  62%  of  the  household  heads  on 
AFDC  had  completed  high  schooL  By  1987,  that  percentage  had 
dropped  to  52%.  With  the  growth  of  high-tech  service  industries 
in  Massachusetts,  lack  of  education  represents  a  formidable  barrier 
to  employment.  It  is  important  for  clients  who  have  not  finished 
high  school  to  use  ETs  education  programs  to  prepare  for  entry 
into  the  job  market. 

It  is  important  to  note  that  new  clients  coming  onto  the  caseload  also 
represent  an  increasingly  harder  to  serve  population.  Compared  to  the 
caseload  as  a  whole,  these  new  clients  are  younger,  less  likely  to  have 
work  experience,  and  more  likely  to  have  had  a  previous  stay  on 
welfare. 

Caseload  Dynamics 

To  understand  fully  the  progress  made  over  the  past  four  years  in  helping 
families  become  self-sufficient,  it  is  important  to  understand  the  dynamics  of 
the  AFDC  population. 

o  Summary  of  Caseload  Turnover  \-  The  AFDC  caseload  is  a  constantly 
changing  population.  While  the  Department  serves  approximately  85,000 
AFDC  families  each  month,  nearly  120,000  different  families  receive  AFDC 
benefits  over  the  course  of  a  year.  These  caseload  numbers  indicate  a  high 
turnover  rate  in  the  AFDC  caseload.  In  fact,  about  one  half  of  the  40,000 
entrants  to  the  AFDC  caseload  each  year  have  used  welfare  at  least  once 
before. 

The  chart  below  traces  the  estimated  flow  of  clients  through  the  AFDC 
program  in  the  four  and  a  half  years  between  October  1983  and  January 
1988.  Nearly  171,000  families  left  the  AFDC  caseload,  while  166,000 
families  began  receiving  AFDC.  These  entrants  to  the  AFDC  caseload  form 
two  distinct  groups  —  about  83,000  families  who  received  AFDC  for  the 
first  time  and  another  83,000  families  who  had  used  welfare  previously. 

AFDC  CASELOAD  DYNAMICS 
OCTOBER  1983  -  JANUARY  1988 
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For  a  variety  of  reasons  including  family  breakup  or  job  loss,  new  clients 
often  leave  AFDC  and  re-enter  some  time  later.  According  to  a  survey  of 
new  clients,  the  most  frequently  cited  reason  (36%)  for  coming  onto  the 
AFDC  caseload  was  pregnancy  or  the  recent  birth  of  a  child.  Another  23% 
of  the  clients  coming  onto  AFDC  did  so  because  of  divorce,  separation,  or 
the  death  of  a  parent.  These  reasons  indicate  that  changes  in  family  status 
and  composition,  and  not  in  the  economy,  are  the  most  significant  changes 
forcing  households'  to  apply  for  AFDC.  Only  15%  of  those  coming  onto 
AFDC  did  so  because  the  head  of  household  either  lost  a  job  or  had 
reduced  earnings. 


WHY  NEW  FAMILIES  COME  ON  AFDC 
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Unlike  most  new  cases,  almost  a  third  of  all  families  returning  to  the 
AFDC  caseload  cite  job-related  factors  as  their  reason  for  coming  onto 
AFDC.     Only  11  percent  of  these  families  have  had  prior  ET  experience. 


WHY  FAMILIES  RETURN  TO  AFDC 
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o    FY88  ■  FY89  Initiatives 

As  the  charts  above  suggest,  the  Department's  efforts  in  two  areas  —  ET 
and  child  support  enforcement  —  play  a  significant  role  in  moving  families 
out  of  poverty.  Through  the  ET  program,  the  Department  provides  AFDC 
clients  with  the  education  and  skills  training  that  are  necessary  to  obtain 
employment  and  leave  the  welfare  caseload.  The  ET  program  has 
concentrated  on  reaching  hard  to  serve  clients,  providing  quality  job 
placements  with  adequate  full-time  wages  and  benefits,  and  easing  the 
transition  between  welfare  dependency  and  self-sufficiency.  Efforts  in 
these  areas  include: 
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.     enhancing    adult    literacy,    F.nglish    as    a    Second  Language    (ESL),    and 

skills    training    programs    in    response    to    the  increasing    number    of 

Hispanics    on    the    AFDC    caseload.        These  clients    require    more 

intensive    pre-employment    training    to    overcome  language    barriers    and 
educational  deficiencies. 

-  paying    ET    contractors    in   FY88   only   for  job   placements   that   last    at 
least  thirty  days  and  that  pay  a  minimum  of  $5.00  per  hour. 

-  providing    day    care    vouchers    and    extended    medical    coverage    to    ET 
graduates. 

Changes  in  family  composition,  however,  can  threaten  a  family's  ability  to 
stay  off  welfare.  Improved  child  support  enforcement  is  the  key  to 
helping  these  families  remain  self-sufficient.  As  the  chart  below  shows, 
child  support  enforcement  activity  can  be  improved  substantially.  While 
79,000  AFDC  families  are  deprived  of  the  support  of  an  absent  parent, 
child  support  enforcement  collects  full  payment  on  behalf  of  only  8,000  of 
these  families  each  month. 


AVERAGE  MONTHLY  CHILD  SUPPORT  ACTIVITY 
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For  FY88,  child  support  enforcement  has  been  turned  over  to  the 
Department  of  Revenue  (DoR),  which  will  be  able  to  offer  this  service  to 
mothers  before  they  come  on  the  welfare  caseload.  In  FY88,  DoR  expects 
to: 

-  help   7,600   AFDC   families   leave   the    caseload   —   2,000   more   than   in 
FY87; 

-  help  2,000  families  stay  off  AFDC; 

-  collect   $63   million   in   child  support   on  behalf  of  families  who   are   on 
AFDC;  and 

-  return    $11    million    in    child    support    collections    directly    to    AFDC 
recipients. 
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GENERAL  PraiFF  M406-2ttXn 
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The  General  Relief  (GR)  program  is  a  fully  state-administered  and  state-funded 
program  that  provides  cash  assistance  to  needy  families  and  individuals.  With 
the  exception  of  low-income  families,  GR  recipients  must  meet  one  of  eight 
non-employability  criteria.  All  clients  must  meet  income  guidelines.  The  GR 
program  serves  clients  who  are  ineligible  for  other  cash  assistance  programs, 
such  as  Aid  to  Families  with  Dependent  Children  (AFDC)  and  Supplemental 
Security  Income  (SSI).  The  GR  program  serves  more  than  24,000  families  and 
individuals  each  month. 

General  Relief  benefits  include  a  monthly  direct  grant,  a  $40  per  month  rent 
allowance  for  those  clients  living  in  private,  unsubsidized  housing,  and  a  $115 
clothing  allowance  paid  to  all  recipients  on  the  caseload  in  September.  In 
addition,  through  the  GR  Emergency  Assistance  program,  GR  recipients  are 
eligible  for  Emergency  Assistance  payments  to  respond  to  and  help  prevent 
homelessness.  GR  clients  may  also  participate  in  the  GR  Choices  program, 
through  which  they  receive  vocational  rehabilitation,  assistance  in  applying  for 
SSI,  or  help  in  obtaining  employment. 


PERFORMANCE:     FY83-FY88 

Since  January  1983,  the  Administration,  the  Legislature,  and  the  Department 
have  worked  together  to  improve  significantly  the  GR  program.  The  GR 
program  has  been  strengthened  by  increases  in  benefits,  the  extension  of 
eligibility  to  previously  ineligible  groups,  the  expansion  of  services,  and 
changes  in  GR  policy. 

Increased  Benefits 

Since  January  1983,  total  GR  benefits  available  to  an  individual  have  been 
increased  87%.  Over  this  same  period,  inflation  in  Massachusetts  was  only 
22%.  Contributing  to  this  increase  are  a  60%  increase  in  monthly  grants  and 
the  addition  of  the  clothing  and  rent  allowances. 
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GR  BENEFIT  INCREASES  VS.  INFLATION 

FY83  -  FY88 
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o    Grant  Increases  for  GR  Recipients 

Since  January  1983,  the  maximum  monthly  GR  cash  grant  for  an  individual 
living  alone  has  risen  from  $181  to  $288,  an  increase  of  60%.  In  FY88,  all 
recipients  who  share  living  expenses  (11%  of  the  caseload)  will  receive  a 
grant  increase  of  up  to  $97  per  month.  Until  FY88,  clients  who  shared 
living  expenses  received  lower  grants  than  those  who  lived  alone.  The 
Legislature,  in  Chapter  651  of  the  Acts  of  1987,  authorized  the  Department 
to  pay  full  grants  to  clients  who  share  living  expenses.  This  initiative  is 
intended  to  prevent  and  alleviate  homelessness  by  eliminating  a  major 
economic  disincentive  for  sharing  housing.  As  a  result,  an  estimated  2,600 
clients,  previously  in  the  "shared  housing"  living  arrangement,  will  receive 
annual  grant  increases  of  approximately  $1,100. 

o    Rent  Allowance 

To  compensate  for  the  disparity  in  housing  costs  between  the  private  and 
public  housing  market,  the  Legislature  approved  a  $15  per  month  rent 
allowance  in  FY87  for  GR  recipients  living  in  private,  unsubsidized  housing. 
In  FY88,  the  Legislature  increased  the  rent  allowance  to  $40  per  month. 
Over  70%  of  the  GR  caseload  receives  a  monthly  rent  allowance. 

o    Oothing  Allowance 

In  September  1983,  the  Department  first  paid  clothing  allowances  of  $90  to 
all  recipients  on  the  GR  caseload.  This  clothing  allowance  enables  GR 
clients    to   buy   winter    clothing   for    themselves    and    for    children    returning   to 
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school  in  the  fall.      In  FY87,  the  annual  clothing  allowance  was  increased  by 
the  Legislature  to  $115. 

T"fr«fflf  ESgBgfitt  fnr  Needy  Pflm|1aft?nft 

Since  FY83,  GR  benefits  have  been  extended  to  groups  who  were  previously 
ineligible  for  any  form  of  cash  assistance  or  who  were  made  ineligible  for 
other  forms  of  assistance  because  of  changes  in  federal  eligibility 
requirements  by. 

o    Extending  eligibility  and  services  to  the  homeless 

In  October  1983,  with  the  passage  of  Chapter  450  of  the  Acts  of  1983 
("An  Act  to  Prevent  Homelessness"),  the  Legislature  eliminated  the 
permanent  resident  requirements  for  GR  eligibility,  enabling  the 
Commonwealth's  homeless  men  and  women  to  receive  direct  cash 
assistance  for  the  first  time.  Currently  some  1,200  homeless 
individuals,  who,  previous  to  1983,  would  have  been  ineligible  for  any 
form  of  assistance,  receive  GR  benefits.     These  benefits  include: 

.     a  monthly  cash  grant; 

-  emergency    assistance    through    the    GR    Emergency   Assistance    (EA) 
program; 

-  health,    outreach,    and    advocacy    services    through    the    GR-Health 
program;  and 

-  job  training  through  the  GR  Employment  and  Training  program. 

o    Eliminating  the  Age  Restriction 

Prior  to  FY86,  GR  assistance  to  students  was  limited  to  those  attending 
secondary  'schoaii-  who  were  under  19  years  of  age.  This  age  restriction 
was  lifted  in  FY86  and  now  GR  benefits  are  provided  to  all  financially 
eligible  full-time  secondary  school  students,  regardless  of  their  age. 
This  policy  change  encourages  needy  youths  to  remain  in  school,  thus 
improving  their  ability  to  enter  the  Commonwealth's  highly  competitive 
job  market  and  their  chance  for  long-term  economic  success. 

o    Extending    Eligibility    to    Participants    in    Undergraduate    English    as    a 
Sccjmjj  T-angii^ge  Classes 

Most  full-time  students  become  ineligible  for  GR  after  graduating  from 
secondary  school.  Students  enrolled  in  an  English  as  a  Second  Language 
course  at  a  college  or  university,  however,  continue  to  be  eligible  for 
GR  benefits  as  long  as  they  continue  to  meet  GR  financial  eligibility 
requirements.  This  allows  recipients  who  are  unemployable  because  of 
language  limitations  to  become  functional  in  English  and,  therefore, 
employable. 
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o    Compensating  for  Federal  Cutbacks 

GR  benefits  have  been  granted  to  some  groups  who  were  previously 
eligible  for  other  forms  of  cash  assistance,  such  as  AFDC  or  SSI,  but 
who  became  ineligible  for  those  programs  as  the  result  of  new  federal 
restrictions  in  AFDC  and  SSI  eligibility  standards.  Since  categorical 
eligibility  criteria  for  GR  are  less  restrictive,  many  of  these  former 
AFDC  and  SSI  recipients  were  eiigibb  for  GR  benefits.  Since  F/83,  the 
Department  has  extended  support  to  such  groups  through  the  GR 
program  by: 

-  providing  benefits  and  1?ga1  assistance  to  former  SSI  recipients 

Between  1980  and  1983,  the  Reagan  Administration  increased  the 
frequency  of  medical  reviews  for  disability  cases.  As  a  result, 
approximately  7,000  SSI  and  Social  Security  Disability  Insurance 
(SSDI)  recipients  in  Massachusetts  lost  their  benefits.  Many  of 
these  individuals  met  the  Commonwealth's  disability  guidelines  and 
became  eligible  for  GR  benefits. 

In  an  effort  to  protect  disabled  residents,  Massachusetts,  along 
with  32  other  states,  brought  suit  to  block  the  Social  Security 
Administration's  restrictive  disability  reviews.  The  federal 
government  responded  by  ordering  a  moratorium  on  the  reviews  in 
1984.  Following  the  moratorium,  approximately  60%  of  the  cases 
that  were  terminated  were  successful  in  having  SSI  benefits 
restored  to  them.  Of  the  remaining  40%,  some  were  denied  SSI 
upon  appeal;  others  never  appealed,  and  thus  never  regained  SSI 
eligibility  status. 

The  Department  is  currently  funding  services  through  the  Mas- 
sachusetts Rehabilitation  Commission  (MRC)  and  the  Massachusetts 
Legal  Assistance  Corporation  (MLAC)  to  assist  disabled  GR 
recipients  in  estaV,:sb:^2  eligibility  for  higher,  more  comprehensive 
SSI  benefits.  This  will  result  in  a  lower  total  cost  to  the 
Commonwealth.  In  FY87,  there  were  more  than  5300  GR  clients 
closed  ci'f  GR  as  a  result  of  becoming  eligible  for  and  beginning 
to  receive  SSI  benefits.  Over  500  of  these  clients  were  helped  by 
MLAC  and  MRC. 

-  Providing    benefits    to    over    2.000    households    who    lost    their    AFDC 
benefits 

When  Congress  passed  the  Omnibus  Budget  Reconciliation  Act  of 
1981  (OBRA),  women  whose  youngest  children  were  between  the 
ages  of  18  and  21  lost  their  AFDC  benefits.  With  few  other 
sources  of  assistance  available,  over  2,000  such  households  became 
eligible  for  GR  benefits,  most  because  they  were  headed  by 
parents  aged  45  or  over  who  lacked  a  work  history. 
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FT^tirt  Services 

o    Emergency  Assistant 

The  GR  Emergency  Assistance  (GR  EA)  program,  modeled  after  the  AFDC 
EA  program,  was  established  in  January  1985  to  prevent  and  alleviate 
homelessncss  among  the  GR  population.  Benefits  included  in  the  GR 
Emergency  Assistance  program  include  payment  of  up  to  four  months  rent 
or  utility  arrearages.  Since  its  inception,  the  GR  EA  program  has  provided 
more  than  $53  million  to  GR  recipients  who  are  homeless  or  in  danger  of 
becoming  so. 

o    GR  Choices 

Based  on  the  successful  Employment  and  Training  Choices  program,  the  GR 
Choices  program  offers  General  Relief  clients  services  designed  to  increase 
self-sufficiency  and  provide  opportunities  to  move  off  welfare  and  out  of 
poverty  permanently.     Three  services  comprise  the  GR  Choices  program: 

v 

-  GR-ET.    for    GR    recipients    who    seek    immediate    job    training    and 

placement.  Since  its  beginning  in  December  1984,  the  GR-ET 
program  has  placed  more  than  5,000  GR  recipients  into  employment. 

-  Vocational  rehabilitation,  because  many  GR  recipients  are  disabled 
and  may  not  be  job  ready.  The  Massachusetts  Rehabilitation 
Commission  (MRC)  provides  such  clients  with  vocational  assessments 
and  rehabilitation  programs.  The  clients  who  enroll  in  MRC 
programs  through  GR  Choices  will  eventually  be  placed  in  jobs.  In 
FY88,  an  estimated  1,500  GR  clients  will  participate  in  MRC 
vocational  rehabilitation  programs. 

-  Legal  assistance  with  SSI  applications  and  appeals,  through  an 
interagency  agreement  with  the  Massachusetts  Rehabilitation 
Commission  and  a  contract  with  the  Massachusetts  Legal  Assistance 
Corporation  for  GR  clients  who,  because  of  severe  disability,  are 
unable  to  work.  In  FY86,  the  interagency  agreement  with  the 
Massachusetts  Rehabilitation  Commission  had  not  been  signed,  and  the 
Massachusetts  Legal  Assistance  Corporation  contract  was  implemented 
for  only  five  months.  In  that  year  there  were  3,800  conversions.  In 
FY87,  which  time  both  programs  were  in  effect  for  a  full  year,  5300 
clients  (40%  more  than  in  FY86)  successfully  converted  to  SSI. 

Continued  growth  in  the  number  of  conversions  benefits  both  GR 
recipients  and  the  Commonwealth.  First,  disabled  GR  recipients  who 
apply  and  are  approved  for  SSI  benefits  receive  higher  cash  grants 
and  more  comprehensive  medical  coverage  through  the  SSI  program. 
Second,  GR  client  conversions  to  SSI  result  in  savings  to  the  Com- 
monwealth. GR  benefits  are  funded  entirely  by  the  state,  while  SSI 
benefits  are  partially  funded  by  the  federal  government.  As  a  result, 
the  average  state  payment  to  a  GR  client  is  $291,  whereas  it  is  only 
$84  for  an  SSI  recipient. 
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o    OR  Health 

In  FY85,  the  Legislature  appropriated  funds  for  an  enhanced  health 
services  package  to  meet  the  health  care  needs  of  the  GR  population.  The 
benefits  include  an  expansion  of  the  basic  ambulatory  benefit  package,  the 
opportunity  to  enroll  in  managed  health  care  programs,  and  guaranteed 
access  to  acute  hospital  benefits  ihrou£^  an  agreenept  with  Massachusetts 
businesses  and  hospitals.  More  detail  on  these  benefits  is  provided  in  the 
description  of  GR  Health  Services  elsewhere  in  this  volume. 

TlFVf  ffrg^gHr  ftf  fmipove  the  GR  Program 

In  FY86  and  FY87,  the  Legislature  approved  a  number  of  policy  changes 
designed  to  improve  the  GR  program.     These  changes  include: 

o    eliminating  automatic  case  closings  of  clients  in  psychiatric  institutions; 

o  revising  the  definition  of  a  GR  family  to  allow  unrelated  guardians  to 
receive  GR  benefits; 

o  allowing  the  exclusion  of  children  over  14  receiving  unearned  income, 
such  as  child  support,  from  the  assistance  unit,  in  order  to  increase  the 
resources  available  to  GR  families; 

o  expanding  the  work-related  expense  deduction  in  order  to  increase 
incentives  to  participation  in  the  GR-ET  program; 

o  expanding  the  definition  of  non-countable  income  to  make  GR  policy 
consistent  with  AFDC  policy,  thereby  cutting  down  on  potential  errors; 

o  removing  the  requirements  that  those  caring  for  the  incapacitated  have 
been  residents  in  the  home  of  the  incapacitated  for  at  least  two  years; 

o  extending  the  burial  allowance  (of  $1,100)  to  pay  for  recipients  who  had 
Insufficient  income  at  the  time  of  death  for  burial  expenses  (Formerly 
the  burial  allowance  was  paid  only  in  cases  in  which  the  deceased 
recipient  had  no.  source  of  income  at  the  time  of  death.); 

o  revising  the  GR  medical  report  form  to  include  information  needed  for 
Medicaid  and  SSI  applications,  including  the  expected  duration  of  an 
incapacitated  GR  client's  disability,  thereby  making  it  easier  for  a  GR 
client  to  apply  successfully  for  SSI  and  Medicaid;  and 

o  eliminating  the  disqualifier  for  a  client  who  quits  an  Employment  and 
Training  (ET)  job,  thereby  removing  a  potential  disincentive  to  client 
participation  in  GR-ET. 

Because  many  of  the  policy  changes  make  GR  policy  more  nearly  consistent 
with  AFDC  policy,  they  also  reduce  the  complexity  of  the  state's  welfare 
system  and  reduce  the  error  rate. 
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FY89  INITIATIVES 

55%  Cost-of-living  Increase 

In  FY89,  the  Governor  is  requesting  a  55%  cost-of-living  allowance  (COLA)  in 
GR  cash  grants,  raising  the  maximum  grant  for  individuals  (92%  of  the 
caseload)  from  $288  to  $304.  The  proposed  55%  COLA  is  larger  than  ti.e  4.2% 
increase  the  federal  government  provided  to  Social  Security  recipients  in 
January  1988.  The  cost  of  this  proposal  is  estimated  at  $6.0  million  for  over 
24,800  clients  in  FY89.  This  will  bring  total  GR  benefit  increases  to  a  total  of 
95%  since  FY83.     This  compares  to  inflation  of  29%  over  the  same  period. 


GR  BENEFIT  INCREASES  VS.  INFLATION 

FY83  -  FY89 
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PROFIIJR  OF  THE  GR  POPULATION 
A.  fUgi^ni^y 

GR    eligibility    is    dependent    on    both    financial    and    categorical    eligibility 
requirements. 

1.    Financial  Requirements 

To  be  eligible  for  GR  benefits,  individuals  may  have  no  more  than  $250 
in  assets;  families  may  have  no  more  than  $500  in  assets.  Income 
eligibility  standards  are  set  at  the  legislatively  mandated  payment 
standards.  An  individual  in  private,  unsubsidized  housing  who  incurs 
shelter  costs  may  have  a  monthly  income  of  no  more  than  $328;  a  family 
of  four  may  have  a  monthly  income  of  no  more  than  $588.  (A  table  of 
GR  eligibility  levels  and  payment  standards  is  included  in  the  Appendix 
to  this  volume.) 


FY88  GR  Caseload 

by  Non-Employability  Group 


Incapacitated — 50% 


Uckini  Work  History— 22% 


Families — 7% 

Ex-Offenders — 2% 
Care  for  lncapacit.— 2% 
Applicants — 2% 

—way  Bouse-— 4% 

time  Students— 5% 
Voc  Rehab — 0% 


2.    Categorical  Requirements 
o    Families 

To    be    eligible    for    GR,    families    must  be    ineligible    for    other    public 

assistance    programs    and    must    meet  appropriate    income    and    asset 

guidelines.        Unlike    individuals,    they  do    not    have    to    meet    any 
additional  non-employability  requirement. 

Families    receiving    assistance    through    GR    include    households    who    do 
not  meet  AFDC  work  history  requirements,  or  do  not  meet  the  AFDC 
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definition  of  an  eligible  household.  In  addition,  GR  provides  benefits 
to  step-parent  families.  (Step-parent  income  must  be  included  in 
eligibility  and  grant  determinations  for  an  AFDC  household  but 
jrannnt  be  included  for  a  GR  family.) 

There  are  approximately  1,700  families  on  GR  (7%  of  the  caseload). 
Seventy  percent  of  these  are  two-parent  families. 

o    Individuals 

To  be  eligible  for  GR  benefits,  individuals  must  be  certified  as  non- 
employable;  they  must  meet  one  of  the  following  eight  non- 
employability  requirements: 

-  Mentally  or  physically  incapacitated 

This  category  includes  persons  who  are  mentally  or  physically 
disabled  for  a  period  of  at  least  30  days.  Nearly  half  of  GR 
clients  are  eligible  as  the  result  of  incapacity. 

Though  the  Supplemental  Security  Income  (SSI)  program  also 
serves  the  disabled,  less  restrictive  disability  and  income  guidelines 
in  the  GR  program  allow  many  needy,  incapacitated  individuals 
who  are  denied  SSI  to  receive  GR  benefits.  SSI  disability  criteria 
require  that  applicants  be  disabled  for  at  least  one  year.  Almost 
one-third  of  the  clients  who  are  eligible  for  GR  due  to  physical  or 
mental  incapacity  have  been  on  the  caseload  for  more  than  a  year 
and  thus  may  be  eligible  for  SSI. 

Through  an  interagency  agreement  with  the  Massachusetts 
Rehabilitation  Commission  (MRC)  and  a  contract  with  the 
Massachusetts  Legal  Assistance  Corporation  (MLAC),  the 
Department  continues  to  move  many  of  these  recipients  off  GR 
and  onto  SSI.  On  SSI,  these  clients  receive  more  substantial  cash 
and  medical  benefits  than  they  received  while  on  GR,  at  a  reduced 
cost  to  the  state  (which  pays  all  of  GR  benefits,  but  only  a 
portion  of  SSI  benefits). 

-  Over  45  years  of  age  and  lacking  a  wprlc  history 

Nearly  22%  of  those  on  GR  are  individuals  who  are  unable  to  find 
employment  because  they  are  over  age  45  and  lack  a  work 
history,  but  are  ineligible  for  other  programs,  such  as  Aid  to 
Families  with  Dependent  Children  (AFDC)  and  Supplemental 
Security  Income  (SSI). 

Some  recipients  in  this  category  are  women  whose  youngest 
children  are  between  the  ages  of  18  and  21  and  who,  prior  to  the 
Federal  Omnibus  Reconciliation  Act  of  1981,  would  have  been 
eligible  for  AFDC.  Many  of  these  women  were  over  45  and  lacked 
a  work   history   and,   as   a   result,   became   eligible   for   GR   benefits. 
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-  Pflrti^pflting  in  vocational  rehabilitation  programs 

Participants  in  Massachusetts  Rehabilitation  Commission  (MRC) 
vocational  rehabilitation  and  training  programs  are  eligible  for  GR. 
GR  benefits  enable  these  individuals  to  participate  in  long-term 
programs  that  build  skills  and  contribute  to  lasting  self- 
sufficiency.  Six  percent  of  GR  recipients  are  eligible  due  to  their 
participation  in  MRC  programs. 

-  Attending   school    frill-time 

In  order  to  aid  needy  persons  who  could  continue  their 
educations,  but  who  would  not  be  able  to  do  so  without 
assistance,  GR  benefits  are  available  to  individuals  who  are  full- 
time  students  in  secondary  or  pre-secondary  schools.  To  be 
eligible,  students  must  attend  classes  for  a  minimum  of  25  hours 
per  week.  There  are  no  age  restrictions  for  those  in  this  non- 
employability  category.  Recipients  lose  eligibility,  however,  upon 
graduation  from  secondary  school,  or  the  equivalent.  Five  percent 
of  GR  clients  are  eligible  as  full-time  students. 

-  Residing  in  a  halfway  house  or  other  treatment  center  for  addicts 

Persons  residing  in  halfway  houses  as  a  result  of  substance  abuse 
are  eligible  for  GR  if  they  are  actively  participating  in  a 
rehabilitation  program.  Approximately  4%  of  the  GR  caseload 
meets  this  non-employability  criterion. 

-  Aged  65  and  over  and  applying  for  SSI 

Individuals  who  are  aged  or  disabled  and  who  have  applied  for,  but 
do  not  yet  receive,  SSI  benefits  receive  GR  non-employability 
status.  They  are  eligible  until  they  are  determined  eligible  for  SSI 
benefits  by  the  federal  Social  Security  Administration  (SSA),  and 
retain  eligibility  for  GR  if  they  are  denied  SSI.  Two  percent  of 
GR  clients  are  in  this  category. 

-  Persons  caring  for  the  mentally  or  physically  incapacitated 

Individuals  who  give  full-time  care  to  physically  or  mentally 
incapacitated  GR  or  SSI  recipients  also  meet  non-employability 
requirements  for  GR.  This  allows  many  families  to  take  care  of 
incapacitated  individuals  who  might  otherwise  require  costly 
institutionalization.  This  category  represents  only  a  small  portion, 
approximately  2%,  of  the  GR  caseload. 

-  Ex-offenders 

The  state  provides  ex-offenders  with  GR  benefits  for  up  to  two 
months  after  they  are  released  from  prison  in  order  to  aid  them 
in  their  transition  to  life  in  the  community.  To  assist  these 
clients  in  finding  employment,  recipients  are  targeted  for 
participation  in  the  GR-ET  program.  Ex-offenders  comprise  less 
than  2%  of  the  GR  caseload. 
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B.  Demographic  Profile  of  the  GR  Population 

o    Household  size  -  More  than  9  in  10  GR  cases  are  single  individuals 

The  overwhelming  majority  (93%)  of  GR  cases  consists  of  individuals. 
The  remaining  1,700  households  are  families,  with  an  average  of  four 
persons  in  each.  Unlike  AFDC  families,  97%  of  which  are  one-parent 
households,  most  GR  families  (approximately  70%)  are  headed  by  two 
parents. 


GR  Household  Composition 
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o    Gender  —  Half  of  all  GR  clients  are  women 

The  GR  caseload  is  divided  almost  equally  between  men  and  women.  The 
largest  non-em ployability  group,  which  is  comprised  of  incapacitated  GR 
clients,  is  made  up  of  a  nearly  equal  number  of  men  and  women,  as  is 
the  group  comprised  of  full-time  students.  However,  there  are 
significant  differences  in  the  gender  distribution  within  some  GR  non- 
employability  groups.  Most  notably,  nearly  88%  of  ex-offenders  are 
male,  while  approximately  85%  of  those  caring  for  the  incapacitated  are 
female.     Of  those  applying  for  SSI  benefits,  more  than  58%  are  female. 
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GR  CLIENT  PROFILE 
Gender 


Male  —  50* 


Female  —  50% 


o    Race  —  More  than  60%  GR  clients  are  white 


Sixty-one  percent  of  GR  heads  of  households  are  white;  16%  are  black; 
and  16%  are  Hispanic.  The  remaining  7%,  or  1,700,  are  Asian.  Asian 
clients  are  likely  to  be  former  recipients  of  Refugee  Assistance. 


GR  CLIENT  PROFILE 
Ethnicity 


White  —  61* 


Asian  —  7* 


Black  —  16% 


Hispanic  —  16% 
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o    Age  -  GR  eliMite  range  widely  in  age. 

Only  9%  of  GR  clients  are  under  21;  another  11%  are  over  60.  The  ages 
of  the  remaining  80%  of  GR  clients  are  distributed  nearly  evenly  in  the 
years  between  21  and  60. 


GR  CLIENT  PROFILE 
Age 


Age  30  -  39  —  22* 


Age  40  -  49  —  19X 


Age  21  -  29  —  17X 


Under  Age  21  —  9% 


Over  age  60  —  11X 


Age  50  -  59  —  22% 
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o    Sources  of  income  -  99%  of  GR  clients  relv  exclusively  on  GR 

Ninety-nine  percent  of  recipients  receive  their  only  income  from  the 
General  Relief  program.  About  1%  have  some  unearned  income,  such  as 
Social  Security  or  Veterans  benefits,  Workmen's  Compensation,  or 
pensions. 


LIVING  ARRANGEMENTS 
GR  Recipients 


Incur  Shelter  Costs  — 88SK 


No  Household  Exp. — 6516 
Institutionalized — 6% 
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o    living  arrangement  -  9  in 10  GR  recipients  incur  shelter  costs 

-  Recipients  who  incur  shelter  costs  axe  those  who  live  alone  or  who 
share  living  expenses.  Eighty-eight  percent  of  GR  clients  incur 
shelter  costs. 

-  Institutionalized  recipients  are  residents  of  a  licensed  chronic 
hospital,  nursing  home,  rest  home,  approved  public  medical  institution, 
intermediate  care  facility,  halfway  house,  or  residential  treatment 
center.     Six  percent  of  GR  clients  are  institutionalized. 

-  Recipients  who  incur  no  household  expenses  are  homeless,  live  in 
emergency  shelters,  or  are  minors  living  with  non-recipient  parents. 
This  category  accounts  for  6%  of  the  caseload,  and  the  majority  of 
these  clients  (96%)  are  homeless.  7  in  10  are  male.  Fifty-eight 
percent  are  victims  of  a  physical  or  mental  incapacity. 

o    Length  of  Stay  -  Nearly  75%  of  GR  recipients  have  been  or  were  on  the 
caseload  for  less  than  a  year.     , 

The  average  length  of  stay  for  recipients  on  GR  is  13  months. 
However,  nearly  half  of  GR  recipients  were  or  have  been  on  the 
caseload  for  five  months  or  less.  Another  quarter  were  or  have  been  on 
GR  for  6  months  to  a  year.  Thirteen  percent  were  or  have  been  on 
the  caseload  for  1-2  years;  another  5%,  for  2-3  years.  Only  9%  of  GR 
clients  have  remained  on  the  caseload  for  more  than  three  years. 


LENGTH  OF  STAY  IN  GENERAL  RELIEF 
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o    Regional  Distribution 

More  than  two-thirds  of  GR  recipients  live  in  either  the  Springfield 
(22%),  Lawrence  (22%),  or  Boston  (21%)  area.  The  remaining  one-third 
live  in  the  regions  of  New  Bedford  (16%),  Greater  Boston  (10%),  and 
Worcester  (9%). 


FY88  GENERAL  RELIEF  CASELOAD 
BY  REGION 


Worcester 

8%  of  all  cases 
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Since  FY83,  the  GR  caseload  has  fluctuated  from  a  high  of  28,500  in 
February  1984  to  a  low  of  23,600  in  August  1987.  These  fluctuations  are 
the  result  of  a  number  of  factors  listed  below. 

o    Factors  confrifryting  fo  downward  pressure  on  the  GR  caseload 

-  The  very  high  caseload  of  February  1984  was  the  peak  in  a  trend 
that  started  in  1981,  when  the  federal  ggyejamcnl  ^ghjejaej  fcdera.1 
criteria  yovcrp'^g  SfiT  by  increasing  the  frequency  and  stringency  of 
disability  determinations.  During  this  time,  the  GR  caseload 
increased  markedly,  while  the  SSI  caseload  rapidly  felL  In  1984,  a 
lawsuit  brought  against  the  federal  government  by  Massachusetts  and 
32  other  states  brought  these  restrictive  disability  determinations  to  a 
halt.  Both  the  GR  and  SSI  caseload  were  affected,  the  former  falling 
over  4,000  cases,  and  the  latter  increasing  more  than  3,500  between 
April  1984  and  Jury  1985. 

Delays  in  processing  applications  at  the  Social  Security 
Administration  which  administers  the  SSI  program,  caused  another 
increase  in  the  GR  caseload  between  November  1985  and  March  1986, 
and  a  decrease  in  SSI.  The  delays  were  stopped  in  April  1986,  but 
not  before  a  backlog  had  been  created,  most  of  which  was  processed 
during  FY87.  During  that  time  the  GR  caseload  fell  by  1,700  cases 
and  the  SSI  caseload  rose  again  by  1,900  cases. 

GR  to  SSI  conversions  have  dropped  in  FY88  as  the  Social  Security 
Administration  has  completed  processing  the  backlog  of  SSI 
applications  that  resulted  from  the  processing  delays.  Some  GR 
clients  will  continue  to  convert  to  SSI  in  FY88  and  FY89,  aided  by 
the  continuing  efforts  of  the  Massachusetts  Legal  Assistance 
Corporation  and  the  Massachusetts  Rehabilitation  Commission,  but 
their  numbers  are  decreasing.  Conversions  have  fallen  from  a 
monthly  average  of  443  in  FY87  to  379  in  FY88.  As  a  result,  the 
downward  pressure  on  the  caseload  caused  bv  the  conversions  is 
diminishing  in  FY88  and  will  continue  to  decline  in  FY89. 

-  Through  the  GR-ET  program  the  Department  placed  nearly  1.400  GR 
clients  into  priority  jobs  with  starting  wages  of  nearly  $13,000 
annually.  This  is  more  than  fpyr  tjmgs.  what  the  average  client 
received  in  GR  benefits.  Since  the  GR-ET  program  began  in 
December  1984,  approximately  4,000  GR  clients  have  found 
employment.  This  is  a  remarkable  accomplishment  given  that  GR 
clients  must  meet  at  least  one  of  eight  non-emplovability  criteria  in 
order  to  qualify  for  cash  assistance.  The  Department  has  found  that 
with  the  proper  support  and  mix  of  services,  a  substantial  number  of 
GR  clients  can  achieve  self-sufficiency.  Currently,  84%  of  all  GR 
clients  who  have  been  placed  into  jobs  through  ET  are  off  the 
caseload. 

In  FY88,  the  Department  is  expanding  its  efforts  to  help  General 
Relief  recipients  find  employment  and  move  off  GR  and  out  of 
poverty. 
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o    Factors  confuting  tn  upward  pressing  on  lire  GR  caseload 

-  Benefit  increases  authorized  bv  the  Legislature  in  FY88  have  allowed 
previously  ineligible  persons  to  become  GR  ^tigftde.  Because  the  GR 
eligibility  standard  is  equal  to  the  payment  standard,  the  7%  grant 
increase  and  $25  increase  in  the  monthly  rent  allowance  paid  to  GR 
households  living  in  unsubsidized  housing  has  raised  the  income  limit 
ior  GR  eligibility. 

-  Since  FY83,  expansions  in  GR  eligibility  criteria  have  made  GR 
benefits  available  to  new  groups,  such  as  homeless  persons,  who 
were  previously  ineligible.  Approximately  1,400  homeless  GR 
recipients  now  receive  GR  benefits  as  a  result  of  such  changes. 

•  In  addition,  upward  pressure  on  the  caseload  is  exerted  by  former 
AFDC  clients  who  have  come  on  the  GR  caseload  after  federal  policy 
changes  made  them  ineligible  for  AFDC.  One  such  change  is  a 
modification  in  the  federally  mandated  Standard  Filing  Unit  policy 
which  will  be  implemented  in  the  AFDC  program  in  FY88.  The 
Standard  Filing  Unit  includes  all  members  of  a  family  applying  for 
assistance  whose  incomes  are  deemed,  or  claimed,  in  AFDC  eligibility 
determinations.  Until  FY86,  certain  exclusions  from  the  Standard 
Filing  Unit  were  permitted  which  allowed  many  families  to  be  eligible 
for  AFDC  who,  without  this  exclusion,  would  have  been  ineligible.  In 
FY88,  such  exclusions  will  no  longer  be  allowed  in  determining 
eligibility  for  AFDC.  These  exclusions  are  mandatory,  however,  in 
determining  GR  eligibility.  As  a  result,  an  estimated  600  families  who 
will  become  ineligible,  or  be  denied  eligibility,  for  AFDC  in  FY88  will 
apply  and  become  eligible  for  GR. 

-  The  number  of  families  on  the  caseload  has  been  increasing  steadily. 
In  FY84,  there  were  an  average  of  1^300  GR  families  (5%  of  the  GR 
caseload);  currently  there  are  more  than  1,700  GR  famines  (7%  of  the 
caseload).  The  increase  in  families  on  the  caseload  creates  a 
disproportionate  increase  in  expenditures,  since  each  individual  that 
comes  on  the  caseload  is  eligible  for  a  monthly  grant  of  $288.  while 
new  families  are  eligible  for  a  grant  of  $588. 
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This  increase  is,  in  part,  the  result  of  the  federal  Omnibus  Budget 
Reconciliation  Act  of  1981,  which  led  to  the  loss  of  AFDC  benefits 
for  over  30,000  families.  Many  of  these  needy  families  became 
eligible  for  GR  benefits.  Another  factor  contributing  to  the  increase 
in  families  on  the  caseload  is  an  increase  in  GR  refugees.  Since  the 
beginning  of  FY86,  the  GR  refugee  caseload  has  increased  nearly  six- 
fold from  124  cases  in  July  1985  to  727  cases  in  December  1987. 
Three  quarters  of  refugee  households  are  families. 
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Despite  the  downward  pressures  placed  on  the  caseload  by  GR  to  SSI 
conversions  and  GR-ET,  other  factors  are  driving  the  caseload  upward. 
Because  of  the  decline  in  GR  to  SSI  conversions,  these  factors  are  expected  to 
override  the  downward  pressures  on  the  caseload.  Increased  benefit  levels, 
changes  in  federal  policies  governing  AFDC,  and  growing  number  of  GR 
families  will  cause  the  GR  caseload  to  rise  by  an  estimated  80  cases  per  month 
in  FY89.  As  seen  in  the  griph  below,  these  pressures  Lave  already  started  to 
drive  the  caseload  up  in  four  ffionjhs.  of  the  first  six  pionfh<f  tf  ^Yffi 
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GR  BENEFT1S 

o    Direct  Payments 

Direct  payments  are  the  monthly  cash  grants  received  by  all  GR  recipients. 
Payment  levels  are  based  on  family  size  as  well  as  living  arrangement  The 
following  table  summarizes  the  maximum  monthly  cash  grants  available  for 
each  living  arrangement. 


General  Relief  Benefit 
Ley*  for  FYK# 

Monthrv  Grant 

Living  Situation 

Individual              Famirv  of  Four 

Incurring  Shelter  Costs 

v       $288                          $548 

Institutionalized 

$  65                            NA 

No  Household  Expenses 

$  88                          $348 

*Does  not  include  $40  per 
in  unsubsidized  housing. 

month 

rent  allowance  for  clients  living 

For  non-institutionalized  recipients,  the  basic  grant  in  each  category  rises 
by  $86.80  per  month  for  every  additional  person  in  the  assistance  unit. 
Recipients  living  in  institutions  are  paid  a  personal  needs  allowance  of  $65 
per  month  for  personal  expenses  not  provided  by  the  institution. 

o    Rent  Allowance 

A  monthly  rent  allowance  of  $40  is  paid  to  all  recipients  in  private, 
unsubsidized  housing  in  recognition  that  the  cost  of  shelter  for  those  in 
private  housing  is  higher  than  that  for  recipients  in  public  housing.  More 
than  70%  of  GR  clients  receive  a  monthly  rent  allowance. 

o    Cubing  Allowance 

All  recipients  on  the  caseload  in  September  receive  a  clothing  allowance  of 
$115.  The  clothing  allowance  for  GR  recipients  was  first  authorized  in 
FY84,  and  is  especially  critical  to  the  families  on  the  caseload.  The 
clothing  allowance  enables  clients  to  buy  winter  clothes  for  themselves  and 
for  their  children  returning  to  school  in  the  falL 
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O    Emergency  Assistance 

The  GR  Emergency  Assistance  (GR  EA)  program  provides  payments  for 
advance  rent  and  security  deposits,  up  to  four  months  of  rent  and  utility 
arrearages,  and  other  emergency  payments  to  respond  to  and  help  prevent 
hom -lessness. 

o    GR  Choices 

Through  an  interagency  agreement  with  the  Massachusetts  Rehabilitation 
Commission  (MRC),  incapacitated  GR  recipients  receive  vocational 
rehabilitation,  assistance  with  job  placements,  and  help  in  applying  for  SSI. 
In  FY88,  MRC  services  are  expected  to  result  in  100  vocational 
rehabilitation,  SO  SSI,  and  80  job  placements.  As  a  result  of  a  contract 
with  the  Massachusetts  Legal  Assistance  Corporation  (MLAC),  funded  from 
the  SSI  account,  GR  recipients  may  also  receive  legal  assistance  in 
appealing  for  SSI  benefits. 

GR  clients  may  also  participate  iri  the  GR  Employment  and  Training  (GR- 
ET)  program.  Since  its  inception  in  December  1984.  GR-ET  has  placed  over 
4.500  GR  clients  in  competitive,  unsubsidized  jobs. 
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FY»  REQUEST 


L   Direct  Payments 

$85,178,000 

2.    5.5%   Cost-of-Living  Increase 

6,030,000 

3.   Rent  Allowance 

8^71,000 

4.  Advance  and  Other  Vendor  Payments 

573,000 

5.   Emergency  Assistance 

4,694,000 

6.   Clothing  Allowance 

3,451,000 

7.    Massachusetts  Rehabilitation  Commission 

600,000 

8.   Net  Refunds 

r8.8i4.axr> 

$100,283,000 

L   Direct  Payments 


$87478,000 


Direct  payments  include  the  regular  grant  checks  sent  directly  to  clients,  as 
well  as  protective  payments  made  on  behalf  of  clients  to  landlords,  utility 
companies,  grocery  stores,  halfway  houses  and  other  vendors.  FY89  direct 
payment  expenditures  are  projected  at  $87,178,067  and  assume  a  caseload 
of  24,800  cases  per  month. 


2.   55%  Cost-of-Living  Increase  (COLM 


$6,030,000 


FY89,  the  Governor  is  requesting  a  55%  cost  of  living  allowance  in  GR 
cash  grants.  This  would  raise  the  maximum  monthly  grant  for  an  individual 
from  $288  to  $304. 


3.   Rent  Allowance 


$8^71,000 


In  FY88,  the  Legislature  increased  the  monthly  rent  allowance  for  GR 
recipients  living  in  private,  unsubsidized  housing  to  $40  per  month. 
Estimated  rent  allowance  expenditures  in  FY89  assume  72%  of  the  GR 
caseload  will  qualify  for  a  rent  allowance. 


4.   Advance  Payments  and  Other  Vendor  Payments 


$573^00 


Advance  payments  include  payments  for  rent,  groceries,  and  other  basic 
services  for  newly  eligible  recipients  while  they  await  their  first  regular 
grant    checks.        The    Department    also    provides    payments    for    funeral 
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expenses.  Projected  expenditures  of  $573,253  assume  an  average  payment 
equal  to  projected  FY88  levels. 

5.  Emergency  Assistant  (RA1  $4^94,000 

Established  on  January  L,  1985,  the  GR  Emergency  Assistance  program 
provides  payments  for  advance  rent  and  security  deposits,  up  to  four 
months  of  rent  anJ  utility  arrearages,  and  other  emergency  payments  to 
respond  to  and  help  prevent  homelessness.  $4.7  million  is  requested  to  fund 
the  GR  EA  program  in  FY89. 

6.  p^fhhy  Allowance  $3,451^00 

In  the  FY88  budget,  the  Legislature  authorized  a  clothing  allowance  of  $115 
to  every  GR  recipient  on  the  caseload  in  September.  FY89  expenditures 
are  based  on  an  estimated  September  1988  caseload  of  24,800  and  an 
average  of  1.21  recipients  per  case. 

7.  Massachusetts  Rehabflftagon  ffrnmiyfon  (MHO)  $600,000 

In  FY88,  the  Department  renewed  its  interagency  agreement  with  the 
Massachusetts  Rehabilitation  Commission  under  which  it  will  provide 
vocational  rehabilitation  assessments  to  90  GR  clients  and  assistance  to  100 
in  finding  employment  and  156  in  applying  for  SSI.  The  Administration  is 
requesting  $600,000  to  continue  providing  GR  clients  with  these  services  in 
FY89. 

8.  Net  Refunds  (8^14,000) 

Refunds  to  the  General  Relief  account  come  from  the  following  two 
sources: 

o  The  Social  Security  Administration  (SSA).  Under  state  law,  disabled 
individuals  who  apply  for  Supplemental  Security  Income  (SSI)  benefits 
receive  GR  while  they  wait  for  the  federal  SSA  to  process  then- 
applications.  It  often  takes  SSA  six  months  to  process  an  SSI 
application.  SSA  reimburses  the  Department  directly  for  the  expense 
of  paying  100%  state-funded  GR  benefits  to  these  clients  while  they 
waited  for  their  applications  to  be  processed.  It  also  pays  the 
Department  for  the  difference  between  the  GR  benefits  these  clients 
received  during  that  time  and  the  higher  SSI  benefits  they  should 
have  been  receiving,  which  the  Department  in  turn  pays  to  these 
clients. 

The   FY89   projection   assumes   SSA  refunds   to   the   Department   and   to 
GR  recipients  will  drop  slightly  as  conversions  continue  to  decline. 

o  Returned  checks  -  In  addition  to  SSI  refunds,  the  Department 
receives  refunds  for  checks  that  were  mailed  to  recipients,  but  were 
returned  uncashed.  The  FY89  forecast  assumes  refunds  for  returned 
checks  will  remain  at  the  same  level  as  in  FY88. 
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STTPPT.FMFNTAL  SECURITY  INCOME  (4405-2000^ 


fto 

FY87 

FY88 

FY89  Request 

Expenditures 

$113.0M 

S115.5M 

S122.9M 

S127.6M 

Caseload 

107,100 

107,900 

109,800 

110300 

The  Supplemental  Security  Income  (SSI)  program  is  a  federally  administered, 
partially  state-funded  program  that  provides  cash  assistance  to  the  elderly, 
disabled,  and  blind.  In  FY87,  state  expenditures  for  SSI  aged  and  disabled 
clients  totaled  over  $115  million.  Massachusetts  is  one  of  42  states  that 
provides  optional  state-funded  payments  designed  to  supplement  mandatory 
federal  benefits.  In  fact,  SSI  benefits  in  the  Commonwealth  are  the  fifth 
highest  in  the  nation,  ranking  below  only  Alaska,  California,  New  Jersey,  and 
Connecticut.  The  Department  funds  state  benefits  paid  to  the  elderly  and 
disabled,  while  the  Massachusetts  Commission  for  the  Blind  funds  state  benefits 
to  bliiiJ  recipients.  With  estimated  FY88  expenditures  of  over  $120  million, 
SSI  is  the  Department's  second  largest  cash  assistance  program. 

In  addition  to  monthly  cash  grants,  SSI  recipients  are  eligible  for  other 
supplementary  benefits.  Payments  to  rest  home  vendors,  personal  needs 
allowances  for  institutionalized  recipients,  and  emergency  needs  payments  to 
cover  catastrophic  expenses  supplement  the  monthly  grant  administered  by  the 
Social  Security  Administration.  The  federally  funded  portion  of  the  SSI  grant 
totals  approximately  $200  million  each  year.  SSI  recipients  are  also  eligible 
for  full  Medicaid  coverage  and  Food  Stamp  benefits.  FY87  Medicaid  expendi- 
tures for  SSI  clients  totaled  $425  million,  while  Food  Stamps  provided  to  SSI 
recipients  totaled  $13  million  in  FY87*.  Thus,  expenditures  for  .all  benefits 
provided  to  SSI  recipients  are  approximately  $760  million  per  year. 


PERFORMANCE  FY84  -  FY88 

SSI    is    administered    by    the    federal    government    through    the    Social    Security 

Administration.        Although    the    federal    government    establishes  policies, 

performs     eligibility    determinations,     and    sets    minimum     federal  payment 

standards,    Massachusetts    plays    an    active    role    in    shaping    the    SSI  program. 

The    Department's    actions    since    FY84    have    maintained    benefits,  protected 
client's  rights,  expanded  services,  and  strengthened  the  SSI  program. 


Food   Stamps   are   administered  by  the  Department,  but  funded  by  the 
federal  government. 
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Paving  the  Fifth  High^t  SS?  &gh  0»nts  in  die  Nation 

Between  FY84  and  FY88,  the  Commonwealth  has  elected  to  pass  to  recipients 
the  full  amount  of  federal  SSI  cost  of  living  increases,  even  though  the 
Department's  agreement  with  the  Social  Security  Administration  allows  the 
state  to  retain  a  portion  of  these  increases.  As  a  result  of  this  decision,  SSI 
benefits  for  the  elderly  and  disabled  in  Massachusetts  are  currently  the  fifth 
highest  in  the  nation,  behind  only  Alaska,  California,  New  Jersey,  and 
Connecticut. 

In  addition  to  maintaining  high  state  supplements,  Massachusetts  has  doubled 
the  amount  of  its  share  of  the  monthly  personal  needs  allowance  for  SSI 
recipients  in  nursing  homes  from  $20  in  FY84  to  $40  in  FY88.  This  payment 
allows  institutionalized  recipients  discretionary  income  for  personal  expenses. 
Since  FY84,  the  federal  government's  share  of  this  payment  has  remained  at 
$25.  As  a  result  of  the  FY88  increase  in  the  state  share,  the  personal  needs 
allowance  is  now  $65  per  month. 

I^ffnp  rtip  Fight  AgBSa  ttretrforve  Federal  nkaHlity  Rgyjggg 

Beginning  in  1981,  the  Reagan  administration  increased  the  frequency  of 
redeterminations  for  disabled  clients.  These  redeterminations  resulted  in  the 
termination  of  benefits  for  nearly  7,000  Social  Security  Disability  Insurance 
(SSDI)  and  SSI  recipients  between  FY80  and  FY84.  Because  incapacity  is  an 
eligibility  criterion  for  the  state's  General  Relief  (GR)  program,  many  of  these 
individuals  became  eligible  for  GR  and  began  receiving  GR  benefits.  GR 
payment  standards  for  these  individuals,  however,  were  nearly  50%  lower  than 
SSI. 

Arguing  that  the  terminations  were  based  on  incomplete  documentation  and 
inappropriate  standards,  Massachusetts  and  other  states  responded 
aggressively.  Governor  Dukakis  issued  a  directive  ordering  that  case  reviews 
be  based  on  complete  medical  evidence  and  more  appropriate  standards  of 
review.  In  addition,  the  Massachusetts  Legislature  authorized  the  Disability 
Benefits  Project  to  provide  legal  assistance  to  people  initially  applying  for 
benefits  and  to  former  SSDI  and  SSI  recipients  appealing  their  terminations. 
The  FY88  budget  for  this  project  is  nearly  $2  million.  When  Massachusetts 
and  32  other  states  filed  a  class  action  suit  to  block  further  terminations,  the 
federal  government  ordered  a  moratorium  on  disability  reviews  in  April  1984. 
SSI  approvals  have  increased  dramatically  since  FY84,  as  have  the  number  of 
GR  cases  converted  to  the  SSI  program. 

While  the  Department  plays  only  a  limited  role  in  the  administration  of 
benefits,  Massachusetts  has  expanded  the  SSI  program  to  include  a  variety  of 
essential  services,  including: 

o  Emergency  Needs  Program  -  The  SSI  Emergency  Needs  program  provides 
payments  to  clients  and  their  families  who  face  catastrophic  losses  as  a 
result  of  natural  disaster,  fire,  or  death.  For  example,  the  Department 
pays  up  to  $1,100  for  funeral  expenses  when  an  SSI  recipient  dies. 
Payments  for  funeral  expenses  are  the  most  frequently  used  Emergency 
Needs  service. 
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Rest  Home  Vendpr  Payments  -  When  an  SSI  recipient's  income,  including 
the  SSI  grant,  is  insufficient  to  cover  the  cost  of  living  in  a  rest  home, 
the  Department  pays  to  the  home  the  difference  between  the  client's 
grant  and  the  rest  home's  public  per  diem  rate.  Over  3,500  SSI  clients 
benefit  from  rest  home  vendor  payments.  In  FY88,  the  Department 
expects  to  spend  more  than  $12  million  for  these  services. 

Training  and  Employment  Opportunities  fo»~  ibe P'sabled  -  The  Mas- 
sachusetts Rehabilitation  Commission  provides  training  and  employment 
programs  for  the  disabled.  These  programs  are  open  to  all  emotionally 
disabled  individuals,  and  SSI  recipients  are  among  the  program 
beneficiaries. 

-  Supported  Work  for  the  Emotionally  Disabled:  Supported  work 
programs  provide  training,  counseling,  peer  support,  and  close 
supervision  for  participants.  The  goal  of  these  programs  is 
unsubsidized  employment.  Approximately  60%  of  the  participants  in 
supported  work  for  the  emotionally  disabled  are  SSI  recipients. 

-  Transitional  Employment  Programs:  Transitional  Employment 
Programs  also  provide  training  to  emotionally  disabled  residents  of 
the  Commonwealth.  Most  participants  in  these  programs  are  SSI 
eligible  because  of  severe  emotional  impairments.  Participants  spend 
four  months  to  a  year  doing  part-time  work  that  eases  the  transition 
to  full-time  employment.  On-site  counselors  offer  training  and  one 
on  one  supervision  to  participants. 


FY88  and  FY89  INITIATIVES 

In  FY89,   the   Department  will   continue  to  build  upon  the  progress  it  has  made 
in  the  SSI  program  during  the  past  three  years. 

o    Maintain  Adequate  Benefit  Levels 

The  Department  has  passed  through  to  recipients  the  42%  federal  cost  of 
living  adjustment  issued  January  1,  1988.  As  a  result,  SSI  benefits  for  the 
aged  and  disabled  are  101%  and  98%  of  the  federal  poverty  line,  respec- 
tively.    Massachusetts  SSI  cash  grants  are  the  fifth  highest  in  the  nation. 

o    Assift  Applicants  with  SSJ  Eligibility 

Two  programs  will  enable  General  Relief  (GR)  recipients  to  become  eligible 
for  SSI.  Almost  12,000  current  GR  recipients  are  disabled,  and  nearly  a 
third  of  these  recipients  have  been  on  GR  longer  than  a  year.  These  GR 
clients  may  be  eligible  for  SSI  benefits,  which  are  almost  twice  as  high  as 
GR  benefits,  and  provide  full  Medicaid  coverage.  In  addition,  successful 
conversions  of  GR  clients  to  the  SSI  program  result  in  savings  to  the 
Commonwealth.  While  the  state  funds  100%  of  GR  benefits,  the  federal 
government  both  administers  and  partially  funds  SSI. 
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The  Department  has  contracted  with  the  Massachusetts  Legal  Assistance 
Corporation  (MLAC)  and  the  Massachusetts  Rehabilitation  Commission  (MRC) 
to  assist  SSI  applicants  with  the  complex  application  and  appeals  process. 
MLAC   began   providing   legal   assistance   to   the   Department's   clients   in  April 

1986.  In  FY86,  3,800  GR  clients  became  eligible  for  SSI.  During  FY87, 
when  both  MLAC  and  MRC  provided  assistance  to  SSI  applicants,  over  5,300 
former  GR  clients  became  eligible  for  SSI  benefits. 

o    {ymmflnifY  Support  Farflirifts 

The    Department    of   Public   Health    promulgated    regulations,    effective   July    1, 

1987,  creating  upgraded  rest  home  facilities.  These  new  Community  Support 
Facilities  provide  comprehensive  care  to  rest  home  residents  in  need  of 
limited  psychiatric  services.  At  Community  Support  Facilities,  residents  will 
receive  more  intensive  supervision,  psychiatric  evaluations,  individualized 
treatment  plans  to  address  psychiatric  problems,  and  social  and  support 
services. 

According  to  a  DPH  survey,  over  90%  of  potential  Community  Support 
Residents  are  SSI  clients.  The  Department  estimates  that  more  than  three- 
quarters  of  the  SSI  clients  residing  in  nursing  homes  (about  2,700)  will 
benefit  from  these  upgraded  services  at  a  cost  to  the  Department  of  $5.7 
million ,  annually. 


SSI  PROGRAM  STRUCTURE  AND  BENEFITS 

Eligibility  Requirements 

To   qualify   for   the   SSI   program,   an   applicant   must   satisfy  both   categorical   and 
financial  eligibility  criteria. 

o  Categorical  requirements  as  established  by  the  federal  government  for  the 
aged  and  disabled  are: 

-  Aged  —  individuals  who  are  at  least  65; 

-  Disabled  —  individuals  whose  medically  verified  physical  or  mental 
impairments  prevent  them  from  earning  more  than  $300  per  month. 
The  disability  must  have  lasted  or  be  expected  to  last  at  least  12 
consecutive  months  or  to  result  in  death.  In  addition,  severely 
disabled  children  under  18  may  be  eligible. 

o  Financial  requirements  -  Applicants  who  meet  one  of  the  above  categorical 
requirements  must  also  demonstrate  financial  eligibility.  Both  income  and 
assets  are  considered  in  this  determination. 

-  Assets  —  The  assets  of  an  individual  applicant  must  not  exceed  $1,800, 
while  a  couple's  assets  must  be  less  than  $2^00. 

-  Income  —  In  determining  an  applicant's  "countable  income,"  the  Social 
Security  Administration  allows  several  deductions  for  earned  and 
unearned  income.  (Unearned  income  includes  Social  Security  benefits, 
pensions,  veterans'  benefits,  and  interest  income.) 
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a.  $20  disregard:  The  first  $20  of  an  applicant's  monthly  income  is 
disregarded. 

b.  $65  work-related  expense  deduction:  Applicants  with  earnings  are 
allowed  a  $65  monthly  deduction  for  work-related  expenses. 

c  50%  earned  income  deduction:  50%  of  any  remaining  earned  income  is 
also  disregarded. 

After  these  deductions  are  taken,  the  remaining  income,  or  the  applicant's 
"countable  income,"  is  compared  with  the  appropriate  payment  standard.  If 
countable  income  exceeds  the  standard,  the  applicant  is  ineligible;  if  countable 
income  is  less  than  the  standard,  the  individual  receives  a  cash  benefit  equal 
to  the  difference  between  the  payment  standard  and  countable  income. 

Qagfa  Benefits 

Benefit  levels  for  cash  grants  equal  a  basic  federal  payment  plus  the  optional 
state  supplemental  payment.  While  federal  payment  standards  are  the  same  for 
aged  and  disabled  recipients,  state  supplements  vary,  depending  on  the 
recipient's  living  arrangement.  With  the  exception  of  rest  home  residents,  the 
state's  maximum  monthly  supplement  for  aged  recipients  is  $129,  while  the 
maximum  state  supplement  for  the  disabled  is  $114. 

o  Living  Arrangement  Categories  -  Benefit  levels  vary  to  account  for 
differences  in  the  cost  of  maintaining  recipients'  living  arrangements.  SSI 
recipients  who  share  living  expenses  or  live  in  the  household  of  another 
receive  less  than  those  recipients  who  live  alone.  The  four  living 
arrangement  categories  are: 

-  Full  Cost  of  Living  —  Individuals  who  live  alone  or  with  their 
families,  and  who  pay  a  full  share  of  living  expenses.  In  order  to 
encourage  group  living  for  the  elderly,  this  category  also  includes 
individuals  living  in  private  congregate  housing. 

-  Shared  Living  Expenses  —  Individuals  who  share  household  expenses 
with  others  (except  for  residents  of  congregate  housing). 

-  Household  of  Another  —  Individuals  who  live  in  the  household  of 
another  and  are  determined  by  the  Social  Security  Administration  to 
be  receiving  in-kind  support,  such  as  food  and  shelter.  This  in-kind 
support  results  in  a  33  and  1/3%  reduction  in  federal  SSI  benefits. 

-  Rest  Home  Care  ~  Individuals  residing  in  a  licensed  rest  home  are 
included  in  this  category.  Recipients  in  nursing  homes  do  not 
receive  a  monthly  cash  grant.  Instead,  the  cost  of  their  care  is 
paid  by  Medicaid,  and  recipients  receive  a  personal  needs  allowance 
of  $79.84  to  pay  for  discretionary  expenses. 
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SSI  Monthly  Payment  Standards 
(effective  1/1/88) 

• 

Individual 

Member 

of  a  Couple 

Living  Arrangement 

Agar! 

Pi^bltf 

Agu? 

Disabled 

Full  Cost 
of  living 

Federal 

State 

Total 

$354.00 
$128,82 
$48182 

$354.00 

IH439 
$46839 

$266.00 
$100,86 
$366.86 

$266.00 

$90-03. 

$356.03 

Snared  living 
Expenses 

Federal 

State 

Total 

$354.00 

$39.26 

$39326 

$354.00 

$30,40 

$384.40 

$266.00 

$100.86 
$366.86 

$266.00 

$90.03 

$356.03 

Household 
of  Another 

Federal 

State 

Total 

$236.00 

$104.36 
$34036 

$236.00 

$87.58 
$323.58 

$177.00 

$107.90 
$284.90 

$177.00 
$97.09          ! 
$274.09 

Licensed 
Rest  Home 

Federal 

State 

Total 

$354.00 
$171,58 
$525.58 

$354.00 

$171,58 
$52538 

$266.00 

$252,58 
$51838 

$266.00 

$252.58 
$51838 

o  Calculating  Federal  and  State  Supplements  -  The  SSI  payment  formula 
requires  that  any  countable  income  first  reduce  the  federal  share  of  SSI 
payments.  Because    of    this    payment    formula,    total    annual    state    SSI 

payments  equal  almost  36%  of  total  combined  federal  and  state  payments, 
even  though  the  maximum  state  supplement  of  $129  represents  a  smaller 
share  of  the  total  maximum  SSI  grant.  The  average  state  share  of  the  SSI 
grant  is  $84  per  month. 

Non-Cash  Benefits 

In  addition  to  federally  administered  cash  payments,  SSI  recipients  are  eligible 
for  two  Department-administered  programs:  Medicaid  and  Food  Stamps.  SSI 
recipients  receive  full  Medicaid  coverage.  Average  annual  Medicaid  benefits 
for  SSI  recipients  are  $2,700  for  the  aged  and  $5,500  for  the  disabled.  In 
addition,  approximately  27%  of  SSI  recipients  receive  Food  Stamps  with  an 
average  monthly  value  of  $34.  This  monthly  benefit  remains  relatively  low 
because  SSI  recipients  typically  have  sources  of  unearned  income,  such  as 
Social  Security  benefits,  which  reduce  the  monthly  Food  Stamp  coupon 
allotment. 
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SSI  vs.  SOCIAL  SECURITY 

The  SSI  program,  which  is  income-tested,  is  distinct  from  the  Social  Security 
Insurance  program,  which  provides  benefits  to  aged  and  disabled  persons  who 
have  earned  insurance  credits  by  working  in  employment  covered  by  Social 
Security.     Key  differences  between  the  two  programs  are: 

o  Social  Security  cash  benefits  are  funded  from  the  federal  Social 
Security  trust  fund.  Contributions  to  this  trust  funds  are  made  by 
employers  and  employees  who  participate  in  the  program.  SSI  is  funded 
jointly  by  the  state  and  the  federal  government  out  of  general  revenues. 

o  Most  medical  costs  for  Social  Security  recipients  are  paid  through 
Medicare,  which  is  fully  funded  by  the  federal  government  from  the 
Medicare  trust  fund,  a  trust  fund  similar  to  the  Social  Security  trust 
fund.  All  SSI  clients  receive  medical  assistance  from  Medicaid  which, 
like  SSI  cash  benefits,  is  funded  jointly  by  the  state  and  the  federal 
government. 

Medicare  coverage  is  not  as  extensive  as  Medicaid  coverage.  In 
particular,  Medicare  does  not  pay  for  care  in  intermediate  care  nursing 
homes  or  pharmacy  costs.  Medicaid,  therefore,  picks  up  these  payments 
for  patients  who  receive  Medicare  for  other  services  and  are  eligible  for 
Medicaid.  In  addition,  Medicare  recipients  are  required  to  pay  federal 
deductibles  and  co-payments. 

o  Social  security  benefits  are  paid  to  dependents  and  survivors  of 
beneficiaries  after  their  death,  while  SSI  benefits  are  not  transferable 
to  the  relatives  of  deceased  SSI  recipients. 

Despite  these  differences,  there  is  some  overlap  between  the  two  programs: 

o  SSI,  like  Social  Security,  is  administered  by  the  federal  Social  Security 
Administration  (SSA).  SSA  determines  SSI  eligibility  and  makes 
payments  to  SSI  clients,  the  state  portion  of  which  is  wire  transferred 
to  SSA  by  the  Department. 

o  Many  recipients  are  eligible  for  both  SSI  and  Social  Security  benefits. 
In  FY87,  over  60,000  aged  and  disabled  SSI  recipients  (about  54%  of  the 
SSI  caseload)  also  received  Social  Security  benefits.  Dually  eligible 
recipients,  who  receive  both  SSI  and  Social  Security  benefits,  are  eligible 
for  both  Medicaid  and  Medicare.  In  addition  to  the  more  than  60,000 
dually  eligible  SSI  recipients,  over  5,000  Social  Security  clients  were 
dually  eligible  for  Medicaid  and  Medicare  through  the  Medicaid-only 
program  because  they  met  Medicaid  income  standards  either  directly  or 
through  a  spenddown. 

The  table  on  the  next  page  compares  the  SSI  and  Social  Security  programs. 
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Comparison  of  the  SSI  and  Social  Security  Programs 

SSI 

Social  Seenritv 

Type  of  Program: 

Income-tested  Assistance 

Insurance 

Administered  by. 
Funded  by. 

Federal  Social  Security 
Administration 

Federal  Social  Security 
Administration 

Federal 

State/Federal 

Funding  Source: 

General  Funds  of  the 
US  Treasury  and  states 

Federal  Social  Security 
trust  fund 

Eligibility 
Requirements: 

Categorical  eligibility 
and  financial  need 

Categorical  eligibility 
and  prior  employment  in 
positions  covered  by 
Social  Security 

Benefits  Calculated 
Based  On: 

V 

Current  income  and  assets 

Prior  earnings 

Monthly 

Maximum:    $467  (Aged) 

$459  (Disabled) 

Monthly 
Maximum:  $769* 

Massachusetts  Recipients:** 

Aged/Retired 

Disabled 

Others*** 

48,933 

60,187 

4,767 

633,560 

58,720 

248.730 

TOTAL 

118,654**** 

941,010 

Medical  Benefits: 

Medicaid 

Medicare 

o  Reimburses  for  all 
medical  services  not 
covered  by  other 

o  Reimburses  for  a 
limited  range  of 
medical  services. 

\ 

insurers. 

o  No  deductibles 
or  co-payments 

o  Subject  to  deductibles, 
co-payments,  and 
premiums  to  buy  more 
extensive  coverage. 

*    Maximum    Social    Security   benefits    for    eligible    recipient    65    years    old    by   June    1987. 
Older  recipients  may  receive  higher  benefits. 

**  SSI  data  as  of  December  1987;  Social  Security  data  as  of  December  1986. 

***  SSI    others    include    4,767    blind    SSI    recipients;    Social    Security    others    includes    248,730 
survivors,  dependents,  and  spouses. 

****  Of  the    118,654   recipients   receiving   SSI   beneGts   in    December    1987,    about   64,000    are 
dually  eligible  and  also  receive  Social  Security  benefits. 
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CASELOAD  CHARACTERISTICS 

The    following    charts    show    some    of    the    demographic    characteristics    of    aged 
and  disabled  SSI  recipients. 

o  Most  SSI  recipients  are  women.  -  As  the  charts  below  show,  a  substantial 
portion  (68%)  of  all  SSI  recipients  are  female.  Over  80%  of  aged  recipients 
are  female.  The  high  proportion  of  elderly  wocifn  receiving  SSI  is  similar 
to  that  of  the  elderly  poor  in  general.  Nationally,  72%  of  the  elderly  poor 
are  female.  Because  women  live  longer  than  men  on  average,  they  make  up 
a  larger  share  of  aged  SSI  clients.  In  addition,  57%  of  all  disabled  SSI 
recipients  are  women. 


GENDER  OF  SSI  RECIPIENTS 


Female — 57* 


Female — 80* 


Male — 20* 


AGED 


Male — 43* 
DISABLED 
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Most  SSI  recipients  live  in  foe  comTTiypify  -  93%  of  SSI  recipients  reside  in 
the  community.  56%  alone;  29%  share  household  expenses;  and  8%  live  in 
the  household  of  another.  The  remaining  7%  are  institutionalized:  3%  in 
rest  homes,  and  4%  in  nursing  homes  and  other  long-term  care  institutions 
funded  by  Medicaid. 


SSI  RECIPIENTS  BY  LIVING  ARRANGEMENT 


Living  Alone — 72% 


Long-term  Care — 7* 

Household  of  Another — 5X 

Shared  Living — 16SK 


Living  Alone — 43* 


^^vf-  Long  -term  Care — 7* 

Household  of  Another — lOX 


Shared  Living — 39* 


AGED 


DISABLED 


o  Many  SSI  recipients  have  other  sources  of  income.  -  54%  of  all  SSI 
recipients  receive  Social  Security  benefits  each  month.  77%  percent  of  the 
aged  receive  Social  Security,  compared  to  35%  of  the  disabled.  In 
addition,  12%  of  the  aged  and  4%  of  the  disabled  have  other  sources  of 
unearned  income. 

Aged  SSI  recipients  are  much  more  likely  than  disabled  recipients  to  receive 
Social  Security  benefits  because  many  of  the  elderly  now  receiving  SSI  have 
had  a  lifetime  of  employment  that  made  them  eligible  for  Social  Security 
benefits  and  limited  pension  plans.  Many  of  the  disabled  population,  on  the 
other  hand,  have  had,  at  best,  intermittent  employment. 
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SSI  RECIPIENTS  WITH  OTHER  INCOME 


Percent 
8056  r 


7% 


60  - 


Aged 
|7]  Disabled 


Social  Security 


VA  Pension 


VA  Compensation 


CASELOAD  TRENDS:  FY80-FY88 

From  FY80  to  FY84,  the  SSI  caseload  decreased  sharply,  from  125,800  to 
103,500  cases.  From  FY84  to  FY88  the  caseload  increased  6%,  to  109,800. 
These  changes,  however,  mask  two  distinct  trends  in  the  aged  and  disabled 
caseloads;  the  aged  caseload  has  decreased  sharply,  while  the  disabled  caseload 
remained  relatively  stable  until  FY83,  when  it  began  to  increase. 

As  the  following  chart  demonstrates,  the  number  of  disabled  SSI  recipients 
exceeded  the  number  of  aged  recipients  for  the  first  time  in  the  SSI 
program's  history  in  June  1985. 
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Individuals 

75.000  r 


70.000  - 


65.000 
60.000 
55.000 
50.000 


SSI  CASELOAD 
FY80  -  FY88 


Aged 


Disabled 


.-.-' 


45  000  ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' L 

7/79         7/80         7/81         7/82         7/83         7/84         7/85         7/86         7/87 


Decreasing  aged  caseload  -  The  37%  decrease  in  the  aged  caseload  between 
FY80  and  FY88  reflects  recent  Social  Security  benefit  increases  that  push 
the  incomes  of  many  elderly  people  over  the  SSI  payment  standard.  An 
estimated  38  million  elders  nationwide  will  receive  Social  Security  benefits 
in  FY89.  The  average  rclircd  Social  Security  recipient  currently  receives 
$513  per  month,  a  figure  thut  is  slightly  higher  than  the  maximum  combined 
federal  payment  and  Massachusetts  supplement  for  SSI  benefits. 

Increasing  disabled  caseload  -  The  disabled  caseload  decreased  by  5,000 
cases  from  FY80  to  FY83,  then  increased  17%,  or  8,500  cases,  from  FY83  to 
FY88.  These  changes  are  primarily  the  result  of  federal  policy  changes.  In 
April  1984,  the  federal  government  suspended  its  continuing  disability 
reviews  following  protests  and  legal  actions  by  Massachusetts  and  other 
states.  As  a  result,  few  recipients  were  terminated  for  medical  reasons  in 
FY85.  This  change  was  reflected  in  both  the  SSI  and  GR  caseloads. 
Between  FY84  and  FY85,  the  number  of  GR  cases  who  were  closed  off  GR 
because  they  were  approved  for  SSI  benefits  increased  by  60%,  from  2,060 
to  3^00. 
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SSI  approvals  for  mentally  disabled  clients,  however,  slowed  in  FY87. 
Throughout  FY87,  the  Social  Security  Administration  delayed  processing 
mental  disability  applications  while  the  central  office  in  Washington 
reviewed  new,  less  stringent  mental  disability  guidelines.  The  Social 
Security  Administration  began  implementation  of  these  new  guidelines  in 
February  1986. 

FY88  and  FV39  caseload  projections  -  The  SSI  caseload  is  projected  at 
109,800  in  FY88  and  at  110,300  in  FY89.  The  projected  FY88  SSI  caseload 
represents  a  net  increase  of  SO  per  month.  While  the  total  caseload  is 
expected  to  rise,  the  number  of  aged  recipients  on  the  caseload  is  expected 
to  decrease.  This  projected  decrease  reflects  current  trends  in  the  elderly 
population.  As  noted,  as  Social  Security  pension  benefits  rise,  fewer  elderly 
people  qualify  for  SSI  benefits.  The  decrease  in  the  aged  caseload  is 
offset,  however,  by  a  projected  increase  in  the  disabled  caseload. 
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FVH9  REQUEST 


SUPPLEMENTAL  SECURITY  INCOME 

r4405-200m 

1. 

Direct  Payments 

$107,162,063 

2. 

Long-Term  Care  Personal 

1,769,430 

Needs  Allowance 

3. 

Rest  Home  Vendor 

Payments 

16,183,440 

4. 

Emergency  Needs 

2,011,450 

5. 

Massachusetts  Legal 
Corporation 

Assistance 

500,000 

TOTAL 

$127,626383 

L    Direct  Payments 


$107.2M 


Direct    payments    are    the    state's    share    of    the    SSI    benefits    to  aged    and 

disabled    recipients.        The    FY89    projection    of    $1072        million  represents 

monthly    payments    to    103,725    non-institutionalized    recipients,    each  of   whom 
receive  a  monthly  average  of  $84  from  the  state. 


2.   Long-term  Care  Perypn^l  Needs  Allowance 


$L7M 


Monthly  personal  needs  allowances  consist  of  the  state's  maximum  $40  share 
of  the  $65  monthly  payment  to  recipients  in  long-term  care  institutions, 
primarily  nursing  homes.  Approximately  4300  SSI  recipients  are  estimated 
to  live  in  long-term  care  facilities. 


3.   Rest  Home  Vendor  Payments 


$162M 


Payments  to  rest  homes  represent  the  difference  between  recipients'  income, 
including  SSI  grants,  and  the  cost  of  residing  in  the  rest  home.  FY88 
expenditures  are  adjusted  for  a  projected  3%  increase  in  rest  home  vendor 
rates.  In  addition,  the  Governor's  budget  includes  $5.7  million  for  the 
Department  of  Public  Health's  Community  Support  Facilities  initiative. 
These  facilities  are  described  in  greater  detail  in  a  previous  section  of  the 
account. 


4.   Emergency.  HfiBds 


£L0M 


Emergency  needs  expenditures  include  payments  for  funerals  and  emergency 
utility,  food  and  furniture  payments.  FY88  projected  expenditures  assume  a 
55%  increase  over  FY88  expenditures. 
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5.    Ma*"lghn*e*tS  Legal  Asskf«n«»   r^qinrarion  $OSM 

This  contract  with  legal  assistance  corporations  is  an  important  component 
of  the  GR  Choices  program.  The  contract  provides  legal  assistance  to  GR 
recipients  whose  SSI  applications  were  denied.  Conversions  to  SSI  will 
provide  current  GR  recipients  with  higher  monthly  benefits  and  full 
Medicaid  coverage.  This  contract  is  expected  to  aid  approximately  400 
clients  in  becoming  eligible  for  SSI  in  FY89. 
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FOOD  STAMP  PROGRAM  (4400-1200^ 


FY86 

FY87 

FY88 

FY89  Request 

Benefits 
Issued 

$159,000,000 

$145,000,000 

$133,000,000 

$135,000,000 

Average 
Caseload 

138,295 

134,151 

128,500 

128,000 

State 
Expenditures 

$11354,636* 

$11,465,861 

$12,016,198** 

$12^41,208 

••projected  spending 

The  Food  Stamp  Program,  created  by  Congress  in  1964,  provides  benefits  to 
needy  families  in  the  form  of  coupons  that  can  be  used  as  cash  to  purchase 
food.  These  benefits  are  fully  funded  by  the  federal  government;  the  Com- 
monwealth administers  the  program  and  pays  50%  of  all  administrative  costs. 

Food  Stamps  are  an  important  addition  to  the  cash  assistance  programs 
administered  by  the  Department.  An  AFDC  family  of  three  in  private  housing 
with  no  other  income  can  receive  up  to  $142  per  month  in  Food  Stamps;  a  GR 
individual  receiving  a  maximum  grant  can  receive  up  to  $48  per  month.  These 
additional  benefits  make  a  substantial  difference  in  the  ability  of  public 
assistance  recipients  to  feed  themselves  and  their  families  adequately. 
Households  that  do  not  receive  cash  assistance  but  still  fall  within  income  and 
asset  guidelines  may  also  receive  Food  Stamps;  thus,  Food  Stamps  help  the 
working  poor  stretch  their  earnings  and  remain  independent  of  cash 
assistance. 

During  FY87,  the  Department  provided  assistance  to  an  average  of  over  134,000 
Food  Stamp  households  each  month,  with  federally-funded  benefits  totaling 
$144  million.  Of  those  benefits,  90%  were  provided  to  households  who  also 
receive  cash  assistance  such  as  AFDC,  GR,  SSI  or  Refugee  Assistance.  About 
10%  of  all  Food  Stamp  benefits  go  to  households  who  are  not  receiving  cash 
assistance  from  the  Department. 

Unlike  other  federally  funded  assistance  programs  such  as  AFDC  and  Medicaid, 
which  are  overseen  by  the  U.S.  Department  of  Health  and  Human  Services,  the 
Food  Stamp  Program  is  overseen  by  the  Food  and  Nutrition  Service  of  the  U.S. 
Department  of  Agriculture  (USDA).  USDA  regulations,  rather  than  the 
Commonwealth,    set    eligibility,    income,    and    payment    standards    for    the    Food 


FY86  expenditures  include  $2.7  million  from  other  operating  accounts. 
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Stamp  Program.  States  are  granted  some  flexibility  in  how  they  administer  the 
program  and  issue  benefits,  within  USDA's  timeliness  and  accuracy  standards. 

Each  month,  the  Department  sends  Authorization  to  Participate  cards  (ATPs)  to 
clients.  Clients  take  these  ATPs  to  one  of  the  462  issuing  locations  across  the 
state  where  they  exchange  them  for  actual  Food  Stamp  coupons.  The  coupons 
may  only  be  used  to  purchase  groceries  or  plants  and  seeds  to  grow  food;  they 
cannot  be  used  to  buy  prepared  food,  alcohol,  vitamins,  pet  food  or  any  non- 
food item.  A  client  purchasing  food  with  Food  Stamps  may  receive  a  maximum 
of  $0.99  in  cash  as  change;  the  rest  must  be  in  Food  Stamps. 


PERFORMANCE  TO  DATE:  FWB  to  FY87 

The  Department  has  implemented  a  number  of  initiatives  designed  to  improve 
services  to  Food  Stamp  recipients  and  to  control  administrative  costs  through 
effective  management 

o    Error  Rate  Redaction 

v 
The  Food  Stamp  error  rate  is  the  proportion  of  inappropriate  benefits 
issued  compared  to  the  total  dollar  amount  of  benefits  issued.  Inap- 
propriate benefits  are  overpayments  to  eligible  recipients  or  payments  to 
ineligible  households.  The  federal  government  sets  an  error  rate  target 
and  sanctions  states  for  exceeding  it     The  current  target  is  5%. 

In  addition  to  avoiding  potential  administrative  sanctions,  reducing  error  is 
critical  in  maintaining  public  confidence  in  the  programs  the  Department 
administers  and  in  providing  accurate  and  timely  benefits  to  clients. 
Between  September  1982  and  September  1987,  the  Department's  Food  Stamp 
error  rate  decreased  by  more  than  two-thirds,  from  16.6%  to  5.0%.  The 
decline  is  due  to  a  number  of  initiatives,  three  of  the  most  important  of 
which  were: 

—  Local  Office  OyaKfy  Control  -  This  project  involves  examining  more 
than  2,000  ca.v  s  p».r  month  to  eliminate  errors  before  the  semi-annual 
Quality  Control  reviews  that  determine  the  official  error  rate.  This 
also  educates  field  staff  about  the  importance  of  accurate  eligibility 
determinations,  and  results  of  the  examination  are  made  immediately 
available  to  local  offices. 

—  DES/DoP  Matching  -  By  matching  client  records  with  Division  of 
Employment  Security  records,  the  Department  identifies  client  failure 
to  report  unemployment  compensation.  The  Department  also  matches 
information  against  the  files  of  other  agencies,  most  notably  the 
Department  of  Revenue,  to  determine  if  clients  have  failed  to  report 
earnings. 

—  Improve^  Field  Staff  Tn>mwy  -  Special  training  sessions  have  been 
conducted  concerning  those  program  areas  shown  to  be  large  sources 
of  error.  In  addition,  a  periodic  "Error  Alert  Bulletin"  is  distributed, 
communicating  the  findings  of  the  Department's  Error  Review 
Committee  to  the  field. 
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FOOD  STAMP  ERROR  RATE 
FY83  V.  FY88 
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o    Photo  Identification  Card  Project 

Issuing  photo  identification  cards  is  one  of  the  best  ways  to  combat  Food 
Stamp  fraud.  The  head  of  each  household,  or  an  authorized 
representative,  is  issued  a  photo  ID  card  that  must  be  presented  in  order 
to  exchange  an  Authorization  to  Participate  card  (ATP)  for  Food  Stamps. 
Thus,  an  ATP  obtained  by  fraud  or  theft  becomes  worthless. 

Massachusetts  is  the  first  state  to  have  issued  photo  identification  cards 
statewide,  having  met  this  goal  in  December  1983.  During  the  nine  months 
prior  to  the  beginning  of  the  photo  identification  card  project  in  1983, 
duplicate  transactions  of  ATPs  totaled  as  many  as  800  cases  per  month. 
Approximately  $13  million  worth  of  fraudulent  Food  Stamp  transactions 
occurred  in  the  12  month  period  prior  to  the  photo  identification  card 
project.  The  most  common  method  by  which  unauthorized  ATPs  were 
obtained  was  large-scale  mail  theft.  Households  that  were  victims  of  ATP 
theft  were  given  replacements,  but  the  process  produced  unnecessary 
hardship,  particularly  for  such  vulnerable  populations  as  women  with 
children,  the  elderly,  and  the  disabled.  The  Department's  Finance  Division 
is  responsible  for  implementing  changes  in  the  photo  identification  program, 
as  well  as  for  monitoring  ongoing  ATP  transaction  activity. 
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Since  implementation  of  photo  IDs  in  May  1983,  duplicate  transactions  have 
declined  by  90%  and  systematic  mail  theft  has  been  eliminated  ATP  over 
utilization  has  fallen  to  an  average  of  80  cases  per  month  in  FY88,  totaling 
less  than  $8,000  a  month  in  program  benefit  dollars. 


PHOTO  ID  CARD  PROJECT  — 
FEWER  DUPLICATE  ATPS  TRANSACTED 

Monthly  ATP  Duplicates 
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o    Streamlined  Assistance  to  the  Elderly  —  SSI  Demonstration  Project 

In  1981,  the  Department  established  a  demonstration  project  aimed  at 
lowering  barriers  to  receiving  food  stamps  for  certain  aged  and  disabled 
Supplemental  Security  Income  (SSI)  recipients  and  at  lowering  administrative 
costs  to  the  state,  by  creating  a  streamlined  eligibility  determination  and 
review  process  for  SSI  recipients  who  are  unlikely  to  have  material  changes 
in  their  circumstances.  This  process  both  reduces  the  burdens  placed  on 
aged  and  disabled  recipients  and  brings  savings  to  both  state  and  federal 
taxpayers. 

In  order  to  maintain  a  high  standard  of  accuracy,  the  expedited  process  is 
reserved  for  "simple"  cases:  aged  or  disabled  SSI  recipients  who  live 
alone,  are  over  the  age  of  18,  and  have  no  source  of  earnings  other  than 
the  SSI  grant.  The  US  Department  of  Agriculture  originally  approved  the 
project  on  a  temporary  basis.  It  continues  to  waive  the  face-to-face 
interview  requirement  for  the  Demonstration  Unit's  cases  because  the  error 
rate  in  these  cases  is  low. 
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There  are  currently  almost  19,000  cases  in  the  Demor-stration  Project.  The 
Department  continues  to  monitor  this  program,  including  reviewing  State 
Data  Exchange  information  for  referral  of  all  income-eligible  SSI  cases. 
This  regular  outreach  ensures  that  recipients  who  meet  the  "simple"  case 
criteria  face  few  barriers  to  Food  Stamp  assistance. 

The  uniform  income  and  household  information  of  the*e  cases  jnears  that 
monthly  benefit  level  calculations  and  regular  redeterminations  can  be  done 
using  automated  systems  rather  than  myn^ial  ones  and  without  face-to-face 
client  interviews.  This  allows  a  2,000:1  case-to-worker  ratio,  rather  than 
the  usual  200:1  ratio  for  Food  Stamp  cases. 

o    Outreach  Programs 

In  response  to  the  critical  needs  identified  in  December  1983  by  the 
Department  of  Public  Health's  Massachusetts  Nutrition  Survey,  the 
Massachusetts  Legislature  approved  a  supplemental  appropriation  providing 
funds  for  nutrition  outreach.  The  Welfare  Department  began  a  program  to 
increase  Food  Stamp  participation  in  May  1984,  which  included: 

—  awarding  grants  to  12  community  action  programs  in  cities  and  towns 
targeted  by  the  Department  of  Public  Health  Nutrition  Survey  to 
identify  potentially  eligible  populations  in  these  communities  and 
inform  them  of  the  availability  of  Food  Stamps; 

—  producing  and  distributing  over  500,000  informational  brochures  in 
several  languages; 

—  airing  136  Public  Service  Announcements  in  targeted  areas  of  the 
state; 

—  conducting  25  sessions  for  community  groups  that  work  with  low- 
income  households,  organizations  for  the  elderly,  and  food  distribution 
agencies;  and 

~    running  150  bi-lingual  advertisements  in  Springfield  buses. 

In  FY86,  the  Department  began  a  new  Food  Stamp  outreach  program  in 
cooperation  with  the  Project  Bread  Hunger  Hotline.  The  National 
Advertising  Council  is  conducting  a  public  service  campaign  providing 
information  about  the  Food  Stamp  Program,  with  a  national  toll-free 
number.  Massachusetts  callers  to  the  national  hotline  are  referred  to  a 
local  toll-free  number  staffed  by  Project  Bread.  Each  caller  is  pre- 
screened,  provided  with  basic  verification  information,  referred  to  his  or 
her  local  Welfare  office,  and  sent  a  package  of  information. 

o    Access  to  Rencfi^Tssuinp  Agent  Fee  Increases 

A  critical  factor  in  maintaining  Food  Stamp  recipients'  access  to  benefits 
is  the  number  of  issuing  agents  —  the  banks  and  retail  outlets  that  issue 
Food  Stamps  each  month  in  exchange  for  the  ATP  card.  Increases  in  the 
fees  paid  to  issuing  agents  of  10  cents  per  ATP  in  both  FY84  and  FY85 
have  helped  to  prevent  them  from  withdrawing  from  the  Food  Stamp 
Program.     There  are  currently  462  issuing  agents  statewide. 
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o  sate  SBafaaatiftM  rf  tllfi  Wfr  T>r^"m 

The  federal  Women,  Infants,  and  Children  (WIC)  program,  administered  by 
the  Department  of  Public  Health,  provides  extra  food  and  milk  to  pregnant 
women,  nursing  mothers,  and  their  children  under  age  five.  This  popula- 
tion is  at  serious  nutritional  risk,  and  the  WIC  program  can  have  a  strong 
positive  impact.  Studies  have  shown  that  every  dollar  invested  in  WIC 
results  in  eventual  savings  of  three  dollars  in  hospitalization  costs. 

WIC,  however,  is  not  a  priority  for  the  federal  government,  which  has 
made  little  or  no  effort  to  increase  participation.  In  1982,  Massachusetts 
enrolled  only  20%  of  eligible  families,  or  a  total  of  30,000,  at  a  time  when 
a  Department  of  Public  Health  study  found  that  there  were  an  additional 
17,000  undernourished  children  in  the  state  and  when  the  infant  mortality 
rate  was  rising  for  the  first  time  in  nine  years. 

Massachusetts  became  the  first  state  in  the  nation  to  supplement  the  WIC 
program  with  state  funds  (approximately  $9  million  in  FY88),  and  an 
intensive  outreach  program  was  conducted.  As  a  result  of  this  program,  the 
number  of  families  participating  in  WIC  has  more  than  doubled.  In  FY87 
the  WIC  program  served  approximately  68,500  women,  infants,  and  children 
through  34  local  programs  at  127  sites  across  the  Commonwealth  with 
nutritious  food,  nutrition  counseling,  and  health  care  referrals. 


FY88  AND  FY89  AGENDA 

In  FY88  and  FY89  the  Department  will  expand  Food  Stamp  recipients' 
opportunities  to  become  self-sufficient  through  the  implementation  of  a  Food 
Stamp  employment  and  training  program.  In  addition,  the  Department  will 
continue  to  ensure  that  the  Commonwealth's  poor  receive  necessary  assistance 
from  the  Food  Stamp  program,  while  controlling  administrative  costs  without 
compromising  the  quality  of  services. 

o    Self-Sufficiency  —  Fppfl  flflT  Empjfiymenj  fn$  J_rammg 

In  1985,  the  Congress  passed  a  number  of  amendments  to  the  Food  Stamp 
program,  including  a  new  requirement  for  states  to  establish  Food  Stamp 
Employment  and  Training  Programs  to  replace  the  old,  and  ineffective,  work 
registration  rules  then  in  effect.  In  response  to  this  requirement, 
Massachusetts  submitted  and  received  approval  for  a  Food  Stamp  ET 
program,  building  on  the  successful  ET-CHOICES  program,  which  has 
already  placed  45,000  AFDC  and  GR  recipients  into  jobs.  In  addition  to 
funding  expanded  services  for  previously  unserved  Food  Stamp  recipients 
who  are  also  on  AFDC  or  GR,  the  Food  Stamp  ET  program  will  fund 
participant  reimbursement  required  by  federal  regulations  and  375  skills 
training  slots  for  non-publicly  assisted  (NPA)  Food  Stamp  recipients;  Le, 
those  who  receive  food  stamps  only.  In  addition,  NPA  recipients  will  be 
referred  to  non-ET  funded  education,  supported  work,  and  job  placement 
programs.  In  FY89,  approximately  600  such  recipients  will  be  placed  into 
unsubsidized  full  time  jobs. 
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o    Improved  MyMtfwnwit  -  Error  IfatT  Redjfc1»o" 

The  Department  plans  to  continue  its  successful  efforts  to  lower  the  Food 
Stamp  error  rate.  The  number  of  Local  Office  Quality  Control  examina- 
tions will  continue  to  expand;  Public  Assistance  cases  will  be  reviewed 
each  time  the  cash  assistance  programs  are  reviewed,  and  Non-Public 
Assistance  cases  will  be  reviewed  at  least  three  times  a  year.  To  further 
reduce  error  rates,  each  office  will  receive  a  Food  Stamp  accuracy  score 
every  six  months.  Quality  Control  staff  will  compile  analyses  based  on 
these  scores  and  release  them  to  local  offices. 

o    Services  to  Those  in  Need  —  Outreach 

The  Department  intends  to  continue  its  efforts  to  attract  underserved, 
low-income  populations  to  the  Food  Stamp  Program.  Work  with  the 
Project  Bread  Hunger  Hotline  and  local  agencies  will  continue,  as  will 
efforts  to  encourage  local  media  outlets  to  use  the  National  Advertising 
Council's  public  service  advertisements. 


PROGRAM  FTT^TRTITTY  AND  BENEFITS 

The  Food  Stamp  program  provides  assistance  to  individuals  and  families  who 
meet  US  Department  of  Agriculture  (USDA)  financial  standards  for  the  Food 
Stamp  program.  Eligibility  is  based  on  income  —  there  are  no  categorical 
requirements  —  and  is  standardized  nationwide.  USDA  monitors  the  state's 
accuracy  and  timeliness  in  determining  eligibility  and  delivering  benefits. 

Financial  eligibility  has  three  components:  assets,  gross  income,  and  net 
income.  A  household's  assets  and  gross  income  must  fall  below  certain 
ceilings.  Net  income  is  then  calculated  by  deducting  various  monthly  expenses 
and  other  allowances  and  is  used  to  determine  the  number  of  Food  Stamps  a 
family  will  receive. 

o    Assets 

Households  must  pass  an  asset  test  in  order  to  participate  in  the  Food 
Stamp  program.  Assets  include  cash  on  hand,  money  in  checking  or 
savings  accounts,  other  investments,  land,  buildings,  vehicles  valued  at 
more  than  $4,500  and  not  used  to  produce  income,  and  property  not  easily 
converted  to  cash.  The  limit  for  a  household's  assets  is  $1,500,  or  $3,000 
for  households  with  two  or  more  members  if  one  member  is  age  60  or 
over. 

o    Gross  Income 

The  gross  income  ceiling  applies  to  all  households  seeking  Food  Stamps, 
except  those  with  an  elderly  or  disabled  member,  whose  eligibility  depends 
on  net  income  only.  In  addition  to  public  assistance  grants,  income 
includes  wages,  self-employment  earnings,  pensions,  some  educational  grants, 
child  support,  and  alimony. 
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MONTHLY  GROSS  INCOME  CEILINGS  BY  FAMILY  SIZE 

Maximum  Allowable  Monthly 
Household  Size ; Gross  Income 

1  $     596 

2  802 

3  1,008 

4  1,214 

5  1,420 


o    Net  Income 

If  a  household's  gross  monthly  income  does  not  exceed  the  ceiling  and  its 
assets  are  not  over  the  asset  limit,  a  final  income  test  is  applied.  All 
households  must  meet  this  net  income  test.  Net  income  consists  of  gross 
income  minus  the  following  deductions: 

-  an  earned  income  deduction  of  20%  of  gross  earnings; 

-  a  standard  deduction  of  $102  for  all  households; 

-  a  dependent  care  deduction  of  up  to  $160; 

-  an  excess  shelter  cost  and  utility  cost  deduction  of  up  to  $164.  For 
households  with  an  elderly  or  disabled  member,  there  is  no  limit  on 
the  deduction  for  shelter  and  utility  expenses;  and 

.  a  medical  deduction  of  monthly  costs  above  $35  for  recipients  who 
are  aged  or  disabled  and  receiving  SSI  or  veterans'  benefits. 


Maximum  Allowable  Monthly 
Household  Size Net  Income 

1  $   459 

2  617 

3  775 

4  934 

5  1,092 
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A  family's  Food  Stamp  allotment  depends  on  the  family's  net  income  and 
the  number  of  persons  in  the  household.  Maximum  benefits  are  received 
by  households  with  no  net  income.  As  net  income  increases  by  approxi- 
mately $10.  the  allotment  level  rfccreasss  by  approximately  $3,  or  30%. 
The  maximum  allotments  that  eligible  households  can  receive  in  a  month 
are  presented  in  the  following  chart: 


MAXIMUM  ALLOTMENTS  BY  FAMILY  SIZE 

Maximum  Coupon 
Household  Size Allotment 

1  $     87 

2  159 

3  228 

4  290 

5  344 


DEMOGRAPHICS  AND  CASELOAD 

In  FY87,  the  Department  provided  Food  Stamps  to  an  average  of  over  134,000 
households  each  month.  In  the  first  six  months  of  FY88,  the  average  monthly 
caseload  was  approximately  128,500.  An  analysis  of  Food  Stamp  caseloads  over 
the  last  three  years  and  caseload  projections  for  FY88  and  FY89  predicts  a 
level  number  of  households  participating  in  the  Food  Stamp  program.  However, 
it  should  be  noted  that,  historically,  fluctuations  in  the  NPA  Food  Stamp 
caseload  have  been  difficult  to  anticipate,  due  to  the  lack  of  data  available  on 
these  households. 
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FOOD  STAMP  CASELOAD 
FY83  -  FY89 


FY83 


FY84 


FY85 


FY86 


FY87 


FY88 


FY89 


FY88  &  FY89  caseloads  are  projected. 


o    Other  Assistance  Received 

Ninety  percent  of  Food  Stamp  households  also  receive  another  form  of 
public  assistance:  52%  receive  AFDC,  14%  receive  GR,  23%  receive  SSI,  and 
1%  receive  Refugee  Assistance.  The  remaining  10%  of  the  Food  Stamp 
caseload  consists  of  households  that  do  not  receive  any  other  form  of 
public  assistance. 
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OTHER  ASSISTANCE  RECEIVED  BY 
FOOD  STAMP  HOUSEHOLDS 


AFDC — 52% 


REFUGEE — IK 


No  other  assistance  — 10* 


SSI — 23* 


GR — 14* 


o    Participation  in  the  Food  SyygB  Program 

On  average,  approximately  53%  of  public  assistance  households  receive  Food 
Stamps.  Participation  among  recipients  of  AFDC,  GR,  and  Refugee 
Assistance  range  between  69%  and  80%,  but  the  overall  average  is  lowered 
by  a  participation  rate  of  only  27%  among  SSI  recipients.  Participation 
rates  by  category  of  assistance  are  indicated  below. 
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FY88  FOOD  STAMP  PARTICIPATION  RATES 


Monthly  ATP  Duplicates 

100X  r 


80   - 


AFDC 


Refugee 


A  large  majority  of  SSI  recipients  do  not  participate  in  the  Food  Stamp 
program  primarily  because  the  allotment  levels  for  which  they  are  eligible 
are  extremely  low.  Most  SSI  recipients  are  eligible  for  less  than  $30  a 
month  in  Food  Stamps,  and  many  would  receive  only  $10.  Not  surprisingly, 
many  elderly  or  disabled  people  feel  that  such  a  small  benefit  is  not  worth 
the  effort  involved. 

Participation  rates  are  much  higher  among  recipients  of  other  forms  of 
cash  assistance,  but  some  eligible  people  still  fail  to  participate.  Refugees 
may  experience  language  barriers.  Other  clients  may  wish  to  avoid  the 
stigma  often  attached  to  those  seen  making  purchases  with  Food  Stamps. 
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o    Sex 


Most  Food  Stamp  households  are  headed  by  women  -  over  80%.  AFDC 
and  SSI  Food  Stamp  households  are  most  commonly  headed  by  women,  with 
97%  and  82%,  respectively.  General  Relief  and  Refugee  households  are  more 
likely  to  be  headed  by  a  man  than  by  a  woman.  However,  because  two- 
thirds  of  the  Fo«xl  Stamp  caseload  is  ma^e  q:  u:  AFTC  uxA  SSI  Louseholds, 
there  are  more  female-headed  households  overall 


FOOD  STAMP  CASELOAD  CHARACTERISTICS 


Female — 82* 


Male — 18* 


Gender 
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o    Race 


Like  recipients  of  cash  assistance,  most  Food  Stamp  recipients,  66%,  are 
white.  Of  the  rest,  14%  are  black,  16%  are  Hispanic,  and  the  remaining  3% 
are  Asian  or  Native  American. 


FOOD  STAMP  RECIPIENTS  BY  RACE 


White — 67X 


l±::-h  Other — 3* 


Black — 14* 


Hispanic — 16X 


177 


There  are  approximately  150,000  children  in  Food  Stamp  households:  53%  of 
all  Food  Stamp  households  contain  children.  This  reflects  the  children  in 
all  AFDC  households  and  in  many  households  that  do  not  receive  other 
forms  of  public  assistance.  There  are  very  few  children  in  GR  and  SSI 
Food  Stamp  households,  which  consist  mainly  of  elderly  and  disabled 
individuals. 


MOST  FOOD  STAMP  RECIPIENTS  ARE  CHILDREN 


Adults — 47* 


Children — 53* 
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o    Homeless™^ 

Homelessness  does  not  disqualify  an  individual  or  family  from  program 
participation.  No  mailing  address  is  necessary;  the  recipient  can  pick  up 
the  ATP  at  the  local  office. 

o    Geographic  Area 

The  Food  Stamp  caseload  is  distributed  relatively  evenly  across  the  state. 
Approximately  19%  of  the  households  are  in  Boston  and  10%  in  Greater 
Boston. 


FY88  FOOD  STAMP  CASELOAD 


BY  REGION 
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ADMINISTRATION  OF  THE  FOOD  STAMP  PROGRAM 

In  FY88,  the  Food  Stamp  account  will  fund  the  cost  of  administering  benefits 
to  approximately  128,500  households,  consisting  of  over  300,000  individuals. 
The  federal  government  grants  states  relative  autonomy  in  developing  the 
method  by  which  benefits  will  be  delivered  to  recipients.  In  Massachusetts, 
the  Department  has  made  efforts,  including  the  SSI  Demonstration  Unit  and 
photo  identification  card  projects,  to  ensure  expedient  issuance,  while 
improving  accountability  and  reducing  fraud.  Estimated  administrative 
expenditures  of  $12  million  in  FY88  include  the  cost  of  personnel,  travel  and 
postage,  as  well  as  fiscal  and  issuing  agent  fees. 

o    Components  nf  Ejjjan&igg 

The  federal  government  funds  100%  of  Food  Stamp  benefit  costs  and  50% 
of  administrative  costs.  The  state  expenditures  of  $12  million  reflect  total 
administrative  costs,  50%  of  which  will  be  reimbursed  by  the  federal 
government. 

Approximately  70%  of  the  $12  million  covers  the  cost  of  personnel,  primarily 
the  field  staff  who  provide  direct  service  to  recipients.  These  personnel 
are  only  responsible  for  processing  Food  Stamp  households  that  do  not 
receive  cash  assistance.  Public  Assistance  Food  Stamp  households  are 
certified  for  Food  Stamps  and  cash  assistance  simultaneously  by  Financial 
Assistance  Social  Workers,  who  are  funded  out  of  the  Local  Office  account 
(4400-0900). 

The  remaining  30%  of  expenditures  fund  fiscal  and  issuing  agent  fees, 
postage  and  supplies,  photo  ID  cards,  and  outreach. 

The  Department  contracts  with  fiscal  and  issuing  agents,  such  as  banks, 
who  are  responsible  for  data  processing,  exchanging  Food  Stamps  for 
ATPs,  and  tracking  Food  Stamp  issuances.  Massachusetts  has  one  of  the 
lowest  payment  costs  per  ATP,  compared  to  states  with  similar  issuance 
systems.  Continued  funding  of  adequate  personnel  levels,  postage,  and 
fiscal  and  issuing  agent  fees  is  essential,  given  the  integral  functions  each 
performs  in  the  Food  Stamp  program's  benefit  delivery  system. 

o    The  DeliveTv  System 

The  first  step  in  receiving  Food  Stamp  benefits  is  an  application  at  the 
local  office.  A  personal  interview  with  an  eligibility  worker  is  required.  If 
the  applicant  is  unable  to  go  to  the  welfare  office  because  of  age, 
handicap,  or  hardship,  an  "authorized  representative,"  who  may  be  a  friend, 
relative,  or  anyone  else  to  whom  the  applicant  gives  written  permission 
and  who  is  familiar  with  the  household's  situation,  can  go  to  the  interview 
in  place  of  the  applicant  The  application  is  taken  by  a  direct  service 
worker  and  eligibility  is  determined  as  soon  as  necessary  verifications  are 
received 
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When  eligibility  and  benefit  levels  have  been  determined,  the  recipient 
receives  a  photo  ID  and  is  notified  of  the  next  mailing  date  of  Authoriza- 
tion to  Participate  cards  (ATPs).  ATPs  are  mailed  monthly,  on  a  date 
determined  by  the  last  digit  of  the  recipient's  Social  Security  number. 
Households  with  less  than  $150  in  gross  income  are  eligible  for  expedited 
issuance,  and  will  receive  an  ATP  within  five  days  of  the  date  of  applica- 
tion. Applicants  in  dire  need  are  eligible  to  receive  ATPs  at  the  applica- 
tion interview.  ATPs  are  then  automatically  issued  each  month  to  the 
recipient's  address,  or  to  the  local  office  if  no  mailing  address  is  available. 

The  ATP  is  then  exchanged  at  an  issuing  agent  site  —  any  one  of  over 
450  banks  and  retail  outlets  statewide  —  for  Food  Stamp  coupons  in  the 
amount  indicated  on  the  ATP.  The  agent  is  responsible  for  verifying 
identity  with  the  client's  photo  identification  card.  Food  may  then  be 
purchased  with  these  coupons  at  hundreds  of  stores  statewide. 

The  following  chart  outlines  the  benefit  issuance  system. 
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FY89  BUDGET  REQUEST 
Slrfffiffiirr Component FYg?  RfiflBSg 

01  Personnel  $8,937,038 

Funds   totalling   $8.9   million   are   requested   to   cover  the   costs   of  personnel   in 

FY89.        Included    in    this    request    are    salaries    for  412    FTE's    responsible    for 

processing  non-public  assistance  Food  Stamp  cases  in  the  Department's  local 
offices. 

03  Contracts  $2,900,762 

In  FY89,  this  subsidiary  will  fund  the  costs  of  the  Department's  Food  Stamp 
fiscal  and  issuing  agents  and  the  costs  of  producing  photo  identification  cards 
for  all  Food  Stamp  recipients. 

To  contain  the  costs  of  administering  the  Food  Stamp  Program,  the 
Department  tracks  the  issuance  of  food  coupons.  The  Department  contracts 
with  a  Food  Stamp  fiscal  agent  who  provides  fiscal  responsibility  for  the 
program  by  accounting  for  all  Authorization-to-Participate  cards  (ATP's)  issued 
each  month,  by  maintaining  records  of  all  transactions,  and  by  disbursing 
payment  to  individual  issuing  agents.  Fees  are  paid  to  Issuing  Agents,  such  as 
banks,  who  are  responsible  for  data  processing,  transacting  ATP's,  and  tracking 
food  stamp  issuances. 

The  Federal  Government  mandates  that  states  that  administer  the  Food  Stamp 
Program  establish  and  maintain  a  photo  identification  system  to  help  prevent 
duplicate  issuance  and  unauthorized  use  of  food  stamp  coupons.  The 
Department  has  maintained  such  a  system  since  1982  and  currently  contracts 
for  the  production  of  photo  ID  cards  for  all  Food  Stamp  recipients.  The 
Department  has  realized  a  90%  reduction  in  the  issuance  of  duplicate  food 
stamp  benefits  since  it  began  issuing  photo  ID  cards.  The  use  of  photo 
identification  has  yielded  approximately  $4  million  in  savings,  minimized 
fraudulent  benefit  issuances,  and  maximized  client  access  to  ATP  transaction 
sites. 

07  Outreach  $56,147 

FY89  requested  funds  in  the  amount  of  $56,147  are  needed  to  fully  cover  the 
maintenance  costs  of  a  contract  for  food  stamp  outreach  services. 

The  Department  contracts  with  a  vendor  who  is  responsible  for  providing 
outreach  services  designed  to  inform  the  underserved  low-income  population  of 
food  benefits  available  in  the  Commonwealth.  These  services  enhance  the 
Department's  efforts  toward  increasing  participation  among  eligible  low-income 
households  in  the  Food  Stamp  program.  Groups  at  great  nutritional  risk,  such 
as  young  mothers  and  children,  pregnant  women,  and  the  elderly,  will  continue 
to  be  targeted  for  participation. 
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10  Travel  $15,511 

The  Department  employs  6  Food  Stamp  auditors  who  travel  to  local  offices  and 
issuing  agent's  sites  each  month  to  monitor  the  delivery  and  issuance  of  Food 
Stamp  benefits.  Each  auditor  travels  an  average  of  226  mues  per  week  at 
$0.22  per  mile. 


11  Printing  $8,470 

FY89  requested  funding  in  this  subsidiary  wul  cover  the  printing  of  materials 
and  forms  related  to  the  Department's  Food  Stamp  Program.  Such  printing 
includes  policy  change  notifications,  redetermination  notices,  monthly  income 
reporting  statements  and  Authorization-to-Participate  (ATP)  cards. 


14  Office  and  Administrative  Expenses  $323,280 

FY89    maintenance    funding    in    this    subsidiary    will    fund    the    office    and 
administrative  expenses  outlined  below. 

o  Postage:  FY89  funds  will  cover  food  stamp  related  mailing  costs, 
including  a  13%  increase  in  postage  rates  which  will  take  effect  mid- 
year FY88. 

Integral  to  the  Department's  effective  administration  of  the  Food 
Stamp  Program  is  the  mailing  of  all  policy  announcements  and  policy 
change  notifications,  verification  and  redetermination  notices,  and 
monthly  income  reporting  statements  to  Food  Stamp  recipients.  The 
mailing  of  over  125,000  ATP's  accounts  for  most  of  the  Food  Stamp 
Program's  mailings  each  month. 

o    Office    supplies     and    other    administrative    expenses:  FY89    funds 

requested    in    this    subsidiary    also    fund    the    purchase  of    food    stamp 

related  administrative  expenses  such  as  printing  stock,  office  supplies, 
and  copier  supplies. 


TOTAL  FYB9  REQUEST  $12^41^08 
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SPECIAL  REPORT  ON  SERVICES 
TO  PREVENT  AND  AT1FVIATF  HOMELESSNESS 


Tho  homeless  are  some  of  the  Commonwealth's  most  needy  citizens. 
Traditionally,  the  homeless  have  been  seen  as  alcoholic  or  mentally  ill 
individuals.  However,  increasingly  the  homeless  consist  of  families  with  young 
children.  Out  of  an  estimated  10,000  homeless  people  in  Massachusetts, 
approximately  75%  are  in  families,  according  to  a  1985  report  by  the  Executive 
Office  of  Human  Services.  While  emotional  and  social  problems  play  a 
significant  role  in  homelessness,  particularly  among  individuals,  the  tightness 
of  the  Commonwealth's  private  housing  market,  combined  with  a  shortage  of 
public  housing  is  also  a  major  factor  in  causing  homelessness. 

Since  January  1983,  services  provided  by  the  Department  to  help  prevent  and 
alleviate  homelessness  have  been  expanded  to  serve  more  needy  homeless 
families  and  individuals.  Whereas  the  Department  funded  only  2  homeless 
shelters  for  individuals  in  January  1983  and  none  for  families,  it  currently 
funds  79  shelters  for  the  homeless,  49  of  which  serve  families. 

At  the  same  time  that  the  Department  has  increased  the  amount  of  services  it 
provides,  the  range  and  scope  of  services  for  the  homeless  has  expanded  and 
evolved  in  step  with  a  growing  understanding  of  their  needs.  As  a  result,  the 
Department,  in  conjunction  with  other  public  and  some  private  non-profit 
agencies,  now  provides: 

o    Housing  search  to  help  homeless  families  find  permanent  housing; 

o    Rent   subsidies   to   help   homeless   families   afford   the   cost   of  new  housing; 
and 

o    Expanded  Emergency  Assistance  to  help  prevent  homelessness. 

In  FY89,  the  Department  is  proposing  to  expand  its  efforts  to  prevent 
homelessness.  The  Department  is  requesting  an  additional  $21.8  million  as  part 
of  a  $22.4  million  Administration  initiative  to  fund  the  costs  of  this  proposal, 
which  includes  improved  case  management,  housing  search  for  the  homeless  and 
those  in  danger  of  becoming  so,  and  limited  rent  subsidies  available  to  those  in 
imminent  danger  of  becoming  homeless.  Despite  Department  efforts  at 
prevention  some  families  will  still  become  homeless.  For  these  families  the 
Department's  prevention  initiative  includes  funding  for  fifteen  additional 
shelters.  In  addition,  the  Department  of  Social  Services  (DSS)  is  requesting 
$0.6  million  to  fund  the  costs  of  operating  ten  transitional  living  programs  for 
troubled  homeless  families. 
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CAUSES   OF  HpMFIFflflNFftS 

Lack  of  Affordable  Private  Hf^isinp 

While  Massachusetts'  economic  success  has  brought  prosperity  to  many  of  our 
citizens,  others  have  been  left  behind,  unable  to  find  affordable  housing  in 
today's  market.  Over  the  past  five  years,  the  Massachusetts  economy  has  out- 
performed the  nation  on  virtually  every  indicator.  O'er  400,000  jobs  Lave 
been  created  in  Massachusetts  since  1983.  The  Commonwealth's  3.3% 
unemployment  rate  is  the  lowest  of  any  industrial  state,  more  than  50%  below 
the  national  average.  At  the  same  time,  Massachusetts  residents  enjoy  the 
fourth  highest  per  capita  income  in  the  country,  with  income  per  person 
estimated  at  24%  above  the  national  average  in  1987.  This  is  a  remarkable 
turnaround  since  1980,  when  Massachusetts  income  was  only  7%  above  the 
national  average. 

This  tremendous  growth  in  personal  income  has  created  an  enormous  demand 
for  housing  and  has  contributed  to  rising  real  estate  values.  In  1987  the 
median  sales  price  of  a  single-family  home  in  the  greater  Boston  area  rose  to 
$181,600,  surpassing  virtually  every  other  metropolitan  area  in  the  country  and 
in  sharp  contrast  to  national  and  regional  trends.  A  family  would  have  to 
earn  almost  $74,000  a  year  to  afford  the  monthly  mortgage  and  tax  payments 
for  such  a  home.  Housing  prices  have  put  homeownership  beyond  the  reach  of 
many  Massachusetts  households. 

Rents  have  escalated  as  well.  The  rent  for  an  average  one-bedroom  unit  in 
the  Boston  area  was  $661  per  month  in  1985,  forcing  households  to  devote  an 
increasing  share  of  their  income  to  rent.  In  fact,  it  would  take  a  gross 
income  of  $30,000  for  a  family  of  three  to  afford  to  median  rent  of  vacant 
units  now  on  the  market  in  Boston.  Boston  Housing  Authority  market  rent 
surveys  performed  in  1982  and  1985  reveal  that  the  median  rent  of  vacant 
Boston  units  increased  between  47  and  84%,  depending  on  bedroom  size, 
representing  an  annual  growth  of  20  to  36%.  Units  available  to  low-income 
households  declined  dramatically.  A  study  of  rental  listings  in  the  Boston 
Globe  revealed  that,  between  1982  and  1984,  80%  of  apartments  in  Boston 
renting  for  under  $300  disappeared,  while  the  number  renting  for  more  than 
$600  increased  by  160%. 

The  shortage  of  affordable  housing  is  not  limited  to  Boston,  however.  Vacancy 
rates  in  many  Massachusetts  cities  are  too  low  to  measure.  In  Brockton,  for 
example,  the  vacancy  rate  was  between  one-quarter  and  one  percent  at  the  end 
of  1986.  This  means  that  only  40  out  of  every  16,000  apartments  were 
available  for  rent.  The  tight  housing  markets  has  caused  increased  rents  in 
communities  across  the  state,  such  as  Somerville  and  Lowell  where,  between 
1980  and  1986,  the  average  rent  for  a  two-bedroom  apartment  increased  by  50% 
and  140%,  respectively. 

Contributing  to  this  shortage  are  fires  and  natural  disasters  and  dilapidation, 
which  continue  to  take  rental  units  off  the  market.  More  importantly, 
Massachusetts,  as  many  other  states,  is  experiencing  a  disturbing  trend  as 
rental  units  which  once  offered  low  to  moderate-income  housing  for  families, 
are  converted  to  condominiums.  In  1977,  there  were  only  2,000  condominiums 
in  Boston;  today  there  are  some  30,000  condominiums,  the  average  selling  price 
of  which  has  more  than  tripled  since  1977. 
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As  the  demand  for  private  housing  increases  and  lower  priced  housing  is  lost, 
low-income  families  not  able  to  obtain  subsidized  housing  are  squeezed  out  of 
the  market  and  are  in  danger  of  becoming  homeless. 

ghflTJag  pf  Pnbtic  ytftgypiy 

While  the  major  cause  of  homelessness  in  the  Commonvoallh  is  the  scarcity  of 
affordable  private  housing  and  soaring  rents  in  the  private  units  that  do  exist, 
the  problem  is  further  complicated  by  a  shortage  of  public  and  subsidized 
housing  in  Massachusetts.  Currently,  only  one-third  of  families  on  Aid  to 
Families  with  Dependent  Children  (AFDC)  reside  in  public  or  subsidized 
housing;  two-thirds  of  the  85,000  families  on  AFDC  (about  57,000  families) 
must  rely  on  the  private  market  for  housing. 

As    a    result,    waiting    lists    for    public    housing    are    very    long.        There  are 

approximately   14,500    families    on   the   public   housing   waiting   list    in   Boston  (up 

from  11,000  in  December  1985),  2,000  in  Springfield  and  1,100  in  Worcester.  In 

Cambridge,  where  there  are  approximately  3,000  public  housing  units,  an 
additional  3,000  families  are  on  the  waiting  list. 

The  wait  for  these  families  can  often  take  years.  For  example,  in  August 
1985,  4,200  AFDC  families,  or  25%  of  all  Boston  AFDC  families,  were  on 
waiting  lists  for  Boston  public  housing.  Despite  this  large  demand,  only  170 
AFDC  families  moved  into  Boston  public  housing  from  January  through  August 
1985  -  only  20  families  per  month.  At  this  rate,  it  would  take  17  years  for 
all  of  the  AFDC  families  on  the  Boston  public  housing  waiting  list  to  be 
served. 

The  shortage  of  public  and  subsidized  housing  has  been  further  exacerbated  as 
the  federal  government  has  abandoned  its  role  in  providing  affordable  housing. 
Since  1981  the  federal  funding  for  housing  assistance  has  declined  60%. 
Whereas  the  federal  government  added  15,000  units  of  low-income  housing  in 
Massachusetts  in  FFY79,  by  FFY87  new  production  had  declined  to  less  than 
2,000  units.  Furthermore,  nearly  18,000  units  of  existing  federal  housing  stock 
are  in  danger  of  being  lost  over  the  next  30  years,  as  use  restrictions  that 
require  developers  to  pro-vide  affordable  housing  expire. 

The  Commonwealth  is  attempting  to  address  the  shortage  of  affordable  housing 
and  the  precipitous  decline  in  federal  assistance.  In  three  bond  bills  since 
1983,  the  state  has  authorized  $1.1  billion  in  funds  for  the  construction  and 
renovation  of  public  and  subsidized  housing.  In  total,  these  funds  will  add 
more  than  8,000  new  units  of  low-income  public  housing  and  renovate  or 
reclaim  over  20,000  units  of  state  and  federal  public  housing.  In  the  longer 
term  these  efforts  will  help  alleviate  homelessness. 

Social  Causes  of  Homelessness 

Although  a  shortage  of  both  public  and  private  housing  are  the  major  causes 
of  homelessness,  simply  adding  new  housing  will  not  prevent  and  alleviate 
homelessness  in  the  Commonwealth  for  all  individuals  and  families.  Emotional 
and  social  factors  contribute  to  homelessness  for  most  individuals  and  a 
significant  number  of  families. 
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o  Fwd«YidBaVr 

For  the  great  majority  of  homeless  individuals,  mental  illness  and  substance 
abuse  are  the  primary  causes  of  homelessness. 

-  At  the  Pine  Street  Tnn(  the  single  largest  organization  which  provides 
services  to  homeless  individuals,  50%  of  shelter  guests  have  mental 
health  problems;  another  40%  suffer  from  drug  or  alcohol  abuse. 

-  A  1985  study  of  the  Long  Island  Shelter  found  that  between  one-quarter 
and  one-half  of  the  guests  showed  symptoms  of  psychiatric  problems. 
Approximately  35%  had  previously  received  psychiatric  treatment 

-  The  Boston  Emergency  Shelter  Commission  estimates  that  32%  of 
homeless  individuals  are  mentally  ill,  and  an  additional  19%  suffer  from 
both  mental  illness  and  substance  abuse. 

-  In  a  1984  study,  Dr.  Ellen  Bassuk,  a  Harvard  psychiatrist,  diagnosed  40% 
of  the  homeless  men  she  studied  as  psychotic 

A  major  contributing  cause  of  homelessness  among  individual  has  been  the 
de-institutionalization  of  the  mentally  ill.  The  state's  inpatient  capacity  for 
the  mentally  ill  dropped  from  about  10,000  in  the  early  70s  to  less  than 
2,000  in  the  mid-eighties.  Many  mentally  ill  individuals  who  have  serious 
problems  go  untreated  due  to  limited  funding  for  community  services. 
Without  support,  these  people  are  often  incapable  of  maintaining  a  job  and 
a  permanent  residence  and  become  homeless. 

O     Families 

Based  on  the  reports  of  shelter  providers  and  housing  search  workers,  the 
Department  estimates  that  about  one-third  of  homeless  families  are 
homeless  primarily  due  to  a  non-economic  crisis,  such  as  abuse  by  a  spouse, 
disruptive  behavior,  teenage  pregnancy,  or  another  social  service  problem, 
have  made  the  maintenance  of  permanent  housing  impossible. 

Families  with  multiple  social  problems  make  up  a  larger  proportion  of  the 
long-term  homeless.  One  third  to  one  half  of  the  homeless  families  who 
have  been  in  hotels  and  motels  for  more  than  90  days  have  serious 
problems  such  as  substance  abuse,  a  history  of  violence,  or  an  emotional, 
physical,  or  psychological  problem.  Such  families  are  very  difficult  to  place 
into  permanent  housing,  even  with  the  ongoing  efforts  of  housing  search 
workers  and  social  workers. 

Many  of  these  families  have  been  evicted  from  subsidized  housing,  thus 
making  them  ineligible  for  future  subsidies,  or  they  cannot  be  placed 
because  of  a  bad  tenant  history,  such  as  failure  to  pay  rent  or  causing 
damage  to  their  housing.  These  families  are.  eligible  for  the  Emergency 
Assistance  program.  However,  the  families'  ineligibility  for  subsidies, 
together  with  their  other  problems,  present  an  extraordinarily  difficult  task 
for  housing  search  workers.  The  Welfare  Department  often  becomes  the 
shelter  provider  of  last  resort.  In  addition,  some  of  these  families  do  not 
cooperate  with  efforts  to  find  them  housing  by  missing  appointments  or  by 
repeatedly  refusing  housing. 
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Such  families  represent  a  significant  portion  of  the  Commonwealth's 
homeless  population  and  are  often  harder  to  serve  than  other  homeless 
families.  For  most  of  these  families,  economic  assistance  is  necessary  to 
obtain  permanent  housing,  but  is  not  sufficient  to  maintain  a  permanent 
living  situation.  These  families  often  need  extended  assistance,  such  as 
social  services  and  landlord/tenant  mediation,  to  stabilize  a  permanent 
housing  situffron  when  it  is  found. 


SERVICES  TQ  MOMFIFSS  INDIVIDUALS 

While  the  Departments  of  Mental  Health  and  Public  Health  have  moved  to 
expand  community  programs  for  the  mentally  ill  and  substance  abusers,  since 
1983,  the  Welfare  Department's  response  to  individual  homelessness  has 
concentrated  on  providing  emergency  shelter  for  the  homeless  as  well  as  cash 
and  medical  assistance.  The  Administration  and  local  non-profit  agencies  are 
also  making  efforts  to  help  individuals  out  of  poverty  and  into  jobs  and 
permanent  housing. 

O    Fmergymy  Shelter 

The  Department  currently  provides  funding  for  more  than  2,100  beds  in  30 
shelters  serving  homeless  individuals;  in  1983,  there  were  only  2  Department 
funded  shelters  for  individuals.  Department  expenditures  for  homeless 
shelters  for  individuals  will  total  more  than  $11  million  in  FY88.  Individual 
shelters  generally  provide  a  meal  in  the  evening,  overnight  shelter,  and 
counseling. 

Individual  shelters  vary  in  size  dramatically.  Two  organizations,  the  Pine 
Street  Inn  and  Long  Island  Shelter  provide  beds  for  nearly  1,200  individuals. 
The  Pine  Street  Inn  currently  operates  four  shelters  sites  in  Boston  with  a 
total  of  930  beds,  including  a  50-bed  shelter  for  homeless  women  and  a  200 
bed  overflow  shelter  at  the  Commonwealth  Armory.  Long  Island  operates 
both  the  Long  Island  Shelter  and  an  overflow  shelter  at  Boston  City 
Hospital,  with  a  total  bed  capacity  for  420  individuals.  The  remaining  24 
individual  shelters  r«u%:  Li  iize  from  5  to  55  beds. 

Of  the  30  individual  shelters  for  which  the  Department  currently  provides 
funding,  four  are  part  of  the  Executive  Office  of  Human  Services'  winter 
plan,  which  was  developed  to  meet  the  shortage  of  shelter  beds  for 
individuals  during  the  winter,  particularly  in  Greater  Boston.  As  part  of 
the  Executive  Office  of  Human  Services'  winter  plan,  the  Department  was 
asked  to  fund  the  following  initiatives  in  FY88: 

-     Boston  University  (Commonwealth  Armory)  Shelter 

To  help  meet  the  critical  needs  of  Boston's  homeless  individuals 
during  the  winter  months,  the  Pine  Street  Inn  began  operating  an 
emergency  overflow  shelter  at  the  Commonwealth  Armory  in 
December  1987.  The  ownership  of  the  Armory  has  recently  been 
transferred  from  the  Commonwealth  to  Boston  University,  which  has 
agreed  to  allow  the  site  to  be  used  as  a  shelter.  The  Commonwealth 
Armory    Shelter    provides    200    overflow    beds    for    homeless    individuals 
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during  the  critical  winter  months.  Prior  to  the  opening  of  this 
overflow  shelter,  on  the  coldest  winter  nights,  hundreds  of  individuals 
were  forced  to  sleep  on  the  floors  of  Pine  Street  Inn's  largest  site 
on  Harrison  Avenue  in  Boston.  The  addition  of  the  Armory's  beds 
has  eliminated  the  critical  overflow  problem  at  the  Harrison  Avenue 
site. 

-  Night  Drop-In  Center 

This  center,  opened  in  January  1988,  is  funded  by  a  consortium  of 
public  and  private  agencies,  and  will  serve  those  homeless  individuals 
who  are  not  served  by  the  existing  shelter  system.  These  individuals 
may  fear  going  to  shelters,  may  have  arrived  too  late  to  get  a  bed  in 
a  shelter,  or  may  be  too  disoriented  to  get  to  a  shelter.  The  center, 
which  can  accommodate  up  to  60  individuals,  provides  a  safe, 
comfortable  place  to  spend  time  during  the  night.  The  staff  at  the 
night  center  also  provide  referrals  to  those  requesting  treatment  for 
medical,  mental  health,  or  substance  abuse  problems.  In  FY88,  the 
Department  will  provide  $300,000  to  fund  the  operation  of  the  night 
center. 

-  The  Expansion  of  the  Shattuck  Shelter  for  the  Homeless 

The  Department  of  Public  Welfare  will  fund  the  cost  of  adding  70 
new  beds  to  the  Shattuck  Shelter  for  homeless  individuals,  which  is 
administered  by  the  Department  of  Public  Health  (DPH).  The 
expansion  will  increase  the  bed  capacity  at  the  Shattuck  shelter  to 
accommodate  a  total  of  170  individuals  nightly.  The  Shattuck  shelter 
will  be  fully  funded  by  DPH  in  FY89.  The  Department  has  provided 
$350,000  to  DPH  in  FY88  to  fund  this  expansion. 

-  Emergency  Overflow  Beds  at  the  Cambridge  Armory 

Through  the  EOHS  Winter  Plan,  the  Department  is  providing  funding 
to  the  City  of  Cambridge  to  operate  an  overflow  shelter  with  20  beds 
at  the  Cambridge  Armory.  Individuals  who  seek  shelter  at  the 
Cambridge  Armory  will  also  receive  social  services  and  medical 
referrals  as  needed.  The  Department  is  providing  $175,000  in 
funding  for  the  Cambridge  Armory  in  FY88. 

-  Partial    Funding    of    the    Cambridge    and    Somerville    Program    for 
Alcoholism  Rehabilitation  (CASPARS 

The  CASPAR  shelter  provides  55  beds  for  homeless  alcoholics.  Like 
the  Shattuck  Shelter,  CASPAR  is  funded  primarily  by  DPH.  The 
Department  will  fund  an  expected  $90,000  shortfall  in  FY88,  but  full 
funding  will  be  assumed  by  DPH  in  FY89. 

Of  the  30  individual  shelters,  four  are  temporary  shelters,  which,  like 
winter  plan  shelters,  open  during  the  winter  to  provide  much-needed 
overflow  beds  to  meet  the  demand  for  additional  shelter  beds  during  the 
coldest  months  of  the  year. 
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Overnight  shelters  provide  a  place  to  sleep  and  a  meal  for  homeless 
individuals  during  the  night.  Because  individual  shelters,  unlike  family 
shelters,  do  not  operate  during  the  day,  the  Department  also  provides 
funding  for  three  day  programs  for  homeless  individuals,  most  notably,  St. 
Francis  house  in  Boston.  These  programs  furnish  homeless  individuals  with 
meals,  counseling,  outreach,  referral  and  related  services.  These  services 
provide  guidance  and  basic  assistance  crucial  to  the  functioning  of  these 
disadvantaged  individuals.  In  FY88,  the  Department  will  provide 
approximately  $800,000  in  funding  for  day  programs. 


In  October  1983,  with  the  passage  of  Chapter  450  of  the  Acts  of  1983  ("An 
Act  to  Prevent  Homelessness"),  the  Legislature  eliminated  the  permanent 
residency  requirements  for  General  Relief  (GR)  eligibility,  enabling  the 
Commonwealth's  homeless  men  and  women  to  receive  direct  cash  assistance 
for  the  firftf  jimp.  Currently  some  1^00  homeless  individuals,  who,  previous 
to  1983,  would  have  been  ineligible  for  any  form  of  assistance,  receive  GR 
benefits,  including  a  monthly  cash  grant  and  a  yearly  clothing  allowance. 

Initially,  homeless  clients  who  are  eligible  for  General  Relief  receive  only  a 
small  monthly  grant,  as  well  as  access  to  GR  Health  services  and  Emergency 
Assistance  benefits.  (Through  the  GR  Emergency  Assistance  the  Department 
can  provide  one  month's  advance  rent  and  a  security  deposit  to  help 
homeless  individuals  obtain  permanent  housing.)  Once  a  homeless  individual 
finds  permanent  housing,  however,  the  Department  is  authorized  to  pay  a 
full  grant  of  up  to  $328  per  month.  Since  FY83,  benefits  available  to  GR 
recipients  have  increased  nearly  87%. 

o    Health  Care  for  the  Homeless 

Like  all  General  Relief  recipients,  through  the  GR-Health  program,  homeless 
GR  clients  are  eligible  for  health  services  including  physician  office  visits, 
dental  care,  full  pharmacy  services,  mental  health  services  and  many  other 
necessary  health  care  benefits.  In  addition,  homeless  recipients  are  eligible 
for  the  following  health  care  services,  which  are  targeted  at  the  homeless 
population. 

-  A  prop-am  of  advocacy  and  outreach  for  health  services. 

Funded  through  GR-Health,  the  Department's  Advocacy  and  Outreach 
program  contracts  with  organizations  across  the  state  to  fund  programs 
geared  toward  enrolling  eligible  homeless  GR  recipients.  Located  at  ten 
sites  throughout  the  state,  the  outreach  program  assists  this  population 
in  arranging  both  health  care  services  and  appropriate  follow-up. 

-  The  Boston  Health  Care  for  the  Homeless  Project. 

Through  the  Boston  Health  Care  for  the  Homeless  Project,  the 
Department  provides  funding  for  a  20-bed  respite  unit  at  the  Department 
of  Public  Health  homeless  shelter  adjacent  to  the  state's  Lemuel 
Shattuck  Hospital  The  unit  is  designed  to  provide  recuperative  care  to 
homeless  individuals  discharged  from  acute  hospitals.  Since  November 
1985,    primary    and    recuperative    services    were    provided    to    over    300 
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individuals.  Without  this  respite  unit,  homeless  individuals  would  either 
have  been  discharged  to  the  community  without  a  guarantee  of  receiving 
necessary  follow-up  medical  care,  or  hospitalized  indefinitely  at  a  cost 
of  over  $200  per  day. 

In  addition  to  providing  matching  funds,  the  Department  provides  other 
support  to  this  program.  For  inRranrp.t  the  Medicaid  unit  at  Boston  City 
Hospital  was  reopened  to  respond  to  the  unique  health  care  needs  of  a 
population  in  a  geographic  area  with  a  high  concentration  of  Medicaid 
recipients,  working  poor,  and  homeless  clients. 

The  state's  homeless  are  one  of  the  most  vulnerable  populations, 
particularly  in  terms  of  medical  need.  These  individuals,  dispersed  among 
the  streets  and  shelters,  are  difficult  to  locate  and  consequently  difficult  to 
serve.  Homeless  people  have  trouble  accessing  necessary  primary  and 
follow-up  medical  care.  In  addition,  when  they  are  discharged  from  acute 
hospitals  and  are  in  need  of  recuperative  care,  they  have  no  reliable  source 
for  that  care,  since  shelters  and  day-rehabilitation  programs  are  primarily 
intended  for  mobile  and  well  individuals. 

o    Helping  Homeless  Individuals  Out  of  Poverty 

The  Department  currently  provides  emergency  shelter  to  homeless 
individuals  and  cash  assistance  and  health  services  to  homeless  individuals. 
The  Department  and  other  non-profit  organizations  are  also  making  efforts 
to  help  homeless  individuals  find  permanent  housing  and  get  out  of  poverty. 

-     Employment  and  Training 

Since  the  1985  passage  of  the  Act  to  Prevent  Homelessness,  homeless 
individuals  have  been  eligible  for  employment  and  skills  training  through 
the  GR  Employment  and  Training  (GR-ET)  program.  GR-ET  can  help 
many  of  these  individuals  find  employment  with  wages  sufficient  to  help 
them  find  permanent  housing. 

In  addition  to  the  regular  services  provided  through  the  GR-ET  program, 
the  Department  has  for  the  past  two  years  provided  funding  for  a  pilot 
program  at  the  Pine  Street  Inn  which  offers  advocacy  and  outreach  for 
GR-ET  to  homeless  individuals.  Program  services  include  daily 
counseling  to  help  clients  evaluate  skills  and  set  goals,  assistance  in 
obtaining  training  and  supported  work  through  GR-ET,  and  information 
on  Department  of  Employment  Service  (DES)  job  listings.  The  Pine 
Street  Inn  advocacy  and  outreach  program  is  expected  to  aid  100  persons 
in  becoming  self-sufficient 

In  addition  to  the  advocacy  and  outreach  program,  through  its  shelter 
contract  with  the  Department,  the  Pine  Street  Inn  runs  a  Live-In  Staff 
program.  The  program  provides  counseling  and  stabilization  services  to 
some  50  men  and  women,  many  of  whom  suffer  from  substance  abuse  or 
psychological  problems.  These  individuals  work  at  the  Inn  in  order  to 
establish  a  sense  of  responsibility  and  involvement  in  the  community  at 
the  Inn.  As  part  of  the  Live-In  Staff  program,  these  individuals  also 
participate  in  the  GR-ET  advocacy  and  outreach  program.  While 
participating,    individuals    may    live    at    the    Inn,    though    about    20%    have 
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been  placed  in  permanent  housing  as  a  result  of  the  progress  made 
through  taking  part  in  the  program. 

Placement  in  Permanent  Housing 

The  Paul  Sullivan  Trust  Fund  was  established  in  1983  by  the  Pine 
Street  Inn  to  develop  and  manage  permanent  housing  that  would  be 
accessible  and  affordable  to  homeless  people.  Tht  Sullivan  Trust, 
however,  not  only  provides  much-needed  affordable  housing  units  in  the 
tight  Boston  area  housing  market;  it  also  reserves  these  units  for 
homeless  people,  provides  linkages  from  the  homeless  community  to 
these  new  units,  and  provides  management  and  support  staff  in  each  of 
the  lodging  houses  to  help  individuals  in  their  transition  from 
emergency  sheltering  to  independent  living.  The  Sullivan  Trust  has 
found  lodging  houses  to  be  a  viable  economic  alternative  to  free- 
standing apartments  because  bathrooms,  kitchens,  and  other  facilities 
may  be  shared  between  residents. 

Through  this  fund,  four  lodging  houses,  or  single-room  occupancy  units 
(SROs),  are  currently  operating  and  housing  60  formerly  homeless  men 
and  women  in  the  Boston  area.  The  Pine  Street  Inn  currently  has  plans 
to  open  at  least  three  other  such  lodging  houses,  which  in  all  will 
accommodate  approximately  60  more  individuals.  Of  these  three  lodging 
houses,  one  will  target  elderly  people  who  have  had  difficulty 
maintaining  permanent  housing  in  the  past  because  of  disruptive 
behavior;  another  will  target  and  provide  additional  staffing  for 
individuals  with  a  history  of  mental  health  problems. 

The  shelter  costs  of  the  lodging  houses  are  funded  by  the  state  SRO 
rent  subsidy  through  Chapter  707  certificates  provided  by  various  state 
agencies  such  as  the  Executive  Office  of  Communities  and  Development 
and  the  Department  of  Mental  Health.  Funding  for  staff  in  the  lodging 
houses  is  provided  by  private  contributions  to  the  Paul  Sullivan  Trust 
Fund. 


SERVICES  FOR  FAMT1JKS  TO  PREVENT  ANTi  ATUTVIATE  HOMFI.FSSNF^S 

Homelessness  in  the  Commonwealth  is  a  serious  problem,  one  that  affects  many 
families  with  children,  in  addition  to  the  individuals  traditionally  making  up 
the  homeless.  Out  of  an  estimated  10,000  homeless  people  in  Massachusetts, 
approximately  75%  are  in  families,  according  to  estimates  by  homeless  shelter 
directors.  According  to  a  1985  report  of  the  Executive  Office  of  Human 
Services,  80%  of  homeless  families  rely  on  AFDC  as  their  principal  source  of 
support.  The  Department's  data  on  homeless  clients  indicate  that  a  number  of 
factors,  both  economic  and  non-economic,  contribute  to  the  problem  of 
homelessness. 

While  a  high  percentage  of  those  who  are  homeless  rely  on  AFDC,  only  a 
small  percentage  of  AFDC  clients  in  a  given  year  become  homeless.  Out  of  a 
total  of  about  120,000  families  that  received  assistance  from  the  Welfare 
Department  in  FY87,  only  about  3,900,  or  about  3%,  arrived  homeless  and  in 
need  of  services  at  a  local  Welfare  office.  Massachusetts  is  fortunate  in  that 
it    is    able    to    provide    shelter    and    services    to    ajl    families    who    identify 
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themselves  as  needing  help.  Although  only  a  small  percentage  of  those 
receiving  AFDC,  the  3,900  homeless  families  served  by  the  Department  in  FY87 
was  a  15%  increase  over  FY86.  Based  on  recent  entrance  data,  the  Department 
expects  to  serve  5,700  homeless  families. 


HOMELESS  FAMILIES  SERVED 
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The  demographic  profile  of  homeless  families  closely  resembles  that  of  other 
AFDC  families.  Over  85%  are  headed  by  a  single,  female  parent.  The  average 
size  of  a  homeless  family  is  three  people.  The  majority  of  the  families  are 
white.     About  two-thirds  of  homeless  families  include  a  child  under  six. 

About  two-thirds  of  all  AFDC  families  seeking  emergency  shelter  are  homeless 
primarily  for  economic  reasons.  The  loss  of  a  job,  an  expensive  medical 
emergency,  the  sale  of  an  apartment  building  where  the  family  is  a  tenant,  or 
excessive  rent  hikes  can  force  a  family  out  of  its  home.  As  noted  previously, 
another  third  of  homeless  AFDC  families  are  homeless  primarily  because  of 
non-economic  reasons,  such  as  abuse  by  a  spouse,  psychological  problems, 
substance  abuse,  or  another  social  service  problem. 
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The   following   chart   summarizes   the   major   reasons   for   homelessness   among   the 
AFDC  families  whc  received  emergency  shelter  in  a  hotel  or  motel  in  FY87. 


WHO  ARE  THE  DEPARTMENT'S  HOMELESS? 

NOT  PRIMARILY  ECONOMIC  PRIMARILY  ECONOMIC 
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The    Department's    current    efforts  to    combat    homelessness    include    the    use    of 

limited    prevention    services    when  possible,    the    provision    of    emergency    shelter 

as  needed,  and  the  placement  of  families  back  into  permanent  housing  as  soon 
as  possible. 

Prevention  Services 

Whenever  possible,  the  Administration,  tries  to  help  families  before  they  become 
homeless.  This  is  a  difficult  task  because  families  with  housing  problems  often 
do  not  make  their  difficulties  know  until  they  are  homeless  or  are  on  the 
verge  of  homelessness  and  it  is  too  late  to  prevent  the  loss  of  their  housing. 
The  Department's  principal  preventive  tool  is  the  Emergency  Assistance 
program.  In  addition,  the  Executive  Office  of  Communities  and  Development 
(EOCD)  funds  the  Housing  Services  Program  which  serve  welfare  clients,  among 
others. 

o    Emergency  AjSJstaBSfi 

A  primary  tool  for  preventing  homelessness  in  the  Commonwealth  is  the 
Emergency  Assistance  (EA)  program,  through  which  a  variety  of  special 
payments  can  be  authorized  for  families  facing  a  particular  emergency  such 
as  homelessness.  Prior  to  1983,  the  Emergency  Assistance  (EA)  program 
offered  only  limited  aid  to  prevent  homelessness  or  to  provide  services  to 
homeless  families.  Passage  of  Chapter  450  of  the  Acts  of  1983  greatly 
expanded  the  Department's  ability  to  assist  homeless  families  and  help 
prevent  homelessness  through  the  EA  program.  This  legislation,  one  of  the 
Administration's  first  major  policy  initiatives,  underscores  the 
Commonwealth's  commitment  to  addressing  the  problems  of  homeless 
families.     Specifically,  Chapter  450: 

-  removed   restrictive   caps   on   the   amount   of  EA  the   Department   could 
provide  for  fuel,  utility,  rent,  and  mortgage  arrearages; 

-  removed  the  thirty  day  limit  on  emergency  shelter;  and 

-  extended    EA    benefits    to    cover    pregnant    women    with    no    other 
dependents. 

Specific  EA  benefits  currently  available  to  AFDC  families  include: 

-  payments    for    up    to    four    months    of    rent,    mortgage,    and    utility 
arrearages  to  help  families  stay  in  their  current  housing; 

-  one    month's    advance    rent    and    a    security    deposit    to    help    families 
locate  new  housing; 

-  transportation    for    homeless    families    to    allow    them    to    find    new 
housing; 

-  emergency  shelter  for  homeless  families  as  needed;  and 

-  food  vouchers  to  compensate  for  the  loss  of  Food  Stamps. 
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During  FY87,  over  36,000  families  used  EA  benefits.  These  families 
represented  more  than  30%  of  all  families  who  used  AFDC  during  the  same 
year.  Of  these  36,000  EA  users,  less  than  4,000  were  homeless.  The  rest, 
about  32,000  families,  used  EA  as  an  emergency  service  to  prevent 
homelessness. 

Since  the  passage  of  Chapter  450,  total  Emergency  Assistance  spending  has 
increased  by  nearly  400%,  from  $7.5  million  in  FY83  to  more  than  $36 
million  in  FY87.  In  FY88,  the  Department  expects  to  spend  over  $42 
million  for  EA  benefits.  Approximately  two-thirds  of  these  expenditures 
will  be  for  preventive  EA  benefits. 


EMERGENCY  ASSISTANCE  EXPENDITURES 
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o    EOCD  Housing  Services  Program 

The  Housing  Services  Program  was  initiated  in  January  1985  by  the 
Executive  Office  of  Communities  and  Development  (EOCD)  to  provide 
counseling  and  mediation  services  to  landlords  and  tenants  in  the 
Commonwealth.  In  FY87,  over  6,000  tenant  households  received  extensive 
counseling  on  topics  such  as  rent  subsidy  programs,  financial  management 
and  budgeting,  evictions,  and  rights  and  responsibilities.  Eighty-five 
percent  of  the  long-term  sessions  were  successfully  resolved.  In  addition, 
over  1,850  landlords  received  counseling  and  over  500  landlord/tenant 
mediations  were  conducted.  Through  these  services,  1,435  tenant 
households  were  prevented  from  becoming  homeless.  In  FY87,  the  Welfare 
Department  provided  $450,000  to  fund  an  additional  18  housing  services 
counselors  to  expand  the  program  to  serve  more  welfare  clients.  Over 
2,000  Welfare  clients  were  served  in  FY87.  In  FY88,  this  program  is  fully 
funded  at  EOCD,  but  50%  of  the  clients  it  serves  will  be  Welfare  recipients. 

Emergency  Shelter 

Currently,  the  resources  and  case  management  infrastructure  available  to 
prevent  homelessness  is  limited.  Since  FY83,  most  of  the  Commonwealth's 
effort  to  combat  homelessness  have  focused  on  helping  those  families  who  are 
already  homeless.  In  FY87,  there  were  some  3,900  such  families  who  presented 
themselves  for  help  in  local  offices.  All  were  served  —  emergency  shelter  in 
Department-funded  homeless  shelters  was  provided  to  1,000  of  these  homeless 
families;  another  2,900  had  to  be  placed  in  hotels  or  motels  due  to  a  lack  of 
family  shelter  capacity.  As  noted,  the  Department  expects  to  serve  5,700 
homeless  families  in  FY88. 

o    Homeless  Shelters 

Whereas  the  Department  funded  only  two  shelters  in  January  1983,  neither 
of  which  served  families,  the  Department  currently  funds  79  shelters,  49  of 
which  serve  families.  These  49  family  shelters  provide  a  total  of  1,250 
beds  for  homeless  families.     Services  provided  at  family  shelters  include: 

-  shelter; 

-  3  meals  per  day; 

-  housing  search  assistance; 

-  family  life  advocacy, 

-  assistance  in  applying  for  housing  vouchers;  and 

-  referral  to  sources  of  appropriate  benefits. 
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o    Hotels  and  Motels 

Despite  the  Department's  efforts  to  increase  shelter  capacity,  there  are 
currently  not  enough  shelter  beds  to  accommodate  all  homeless  families.  As 
a  result,  about  two-thirds  of  homeless  families  in  FY87  had  to  stay  in 
hotels  and  motels.  In  the  first  six  months  of  FY88,  an  average  of  603 
families  stayed  in  hotels  and  motels  each  week.  The  Department  expects  to 
spend  $15  million  on  hotels  and  motels  in  FY88. 

Increasing  shelter  capacity,  and  thereby  minimizing  the  number  of  families 
forced  to  stay  in  hotels  and  motels  is  crucial  to  the  Department's  goal  of 
placing  3,000  homeless  families  in  permanent  housing  in  FY88  as  well  as 
ensuring  that  families  be  in  the  best  possible  setting  while  homeless.  In 
FY87,  families  in  hotels  and  motels  experienced  stays  that  were  50%  longer 
on  average  than  for  those  staying  in  shelters,  as  shown  in  the  graph  below. 
On  average,  families  who  enter  hotels  and  motels  stay  for  90  days,  whereas 
families  entering  shelters  stay  only  60  days. 
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Families  remain  in  hotels  and  motels  longer  than  they  do  in  shelters 
because  families  in  hotels  and  motels  do  not  have  access  to  needed 
services  to  the  extent  that  those  in  shelters  do.  In  each  family  shelter, 
there  is  an  experienced,  full-time  housing  search  worker  who  provides 
assistance  in  applying  for  subsidies  and  in  contacting  landlords,  and 
counseling   about   housing   needs,   rights,   and   responsibilities.      While   those   in 
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hotels  and  motels  have  access  to  housing  search  services,  there  are  no 
housing  search  workers  permanently  located  in  the  hotels  and  motels.  Thus 
for  those  in  hotels  and  motels,  access  to  housing  search  is  much  more 
sporadic  than  for  those  in  shelters  and  counseling  and  case  management  is 
non-existent. 

For  homeless  families,  and  for  the  Department,  hotels  and  motels  are  a  last 
resort.  The  hundreds  of  families  in  J?ot«k  and  motels  indicate  th?t 
additional  shelters,  housing  search,  and  prevention  are  needed  to  combat 
the  problem  of  homelessness  among  Massachusetts  families.  In  FY88,  the 
Department  plans  to  open  up  to  20  new  family  shelters.  The  Department 
hopes  that  by  increasing  shelter  capacity  it  will  be  able  to  reduce  the 
number  of  families  in  hotels  in  motels  from  530  at  the  beginning  of  FY88 
to  350  at  the  end  of  the  fiscal  year. 

SesaLSayiss 

As  noted,  the  Department  estimates  that  as  many  as  one-third  of  homeless 
families  experience  serious  social  crises,  such  as  substance  abuse  and  physical 
or  mental  abuse  by  a  family  member,  which  prevent  them  from  obtaining  or 
maintaining  permanent  housing.  In  response  to  these  needs,  the  Department  of 
Social  Services  (DS  "~~  counseling  to  these  multi-problem  families 
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O     Programs 

DSS    currently   provides    funding   io«    _  I   34    emergency   shelters 

for  battered  women.  Each  of  these  shelters  can  av~ommodate  an  average  of 
twelve  women  and  their  children  per  night.  Those  who  seek  emergency 
shelter  also  receive  advocacy  and  counseling,  housing  search  services,  and 
assistance  in  applying  for  public  benefits  and  in  seeking  legal  counsel. 
These  shelters  also  operate  24-hour  hotlines  for  easy  access  to  shelter  and 
services  critical  to  abused  women  and  their  children.  In  FY88,  DSS  will 
spend  an  estimated  $4.7  million  on  shelter  and  services  for  battered  women. 

o    Transitional  IJvjng  Programs 

Many  families  who  have  been  living  in  hotels  or  motels  for  an  extended 
period  of  time  have  difficulty  in  living  independently  once  permanent 
housing  is   found   for  them,   because  many  are  still   suffering  from   the   same 
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social  problems  which  contributed  to  their  homelessness.  To  help  these 
families  make  the  transition  to  independent  living,  the  Department  of 
Social  Services  expects  to  open  seven  transitional  living  programs  in  FY88, 
which  will  provide  stable  housing  (for  up  to  24  months),  training, 
education,  and  social  services  to  an  estimated  50  families  who  have  been 
living  in  hotels  or  motels  for  more  than  90  days. 

Placement  Into  Permanent  Housing 

Although  the  Department  recognizes  the  need  to  provide  emergency  shelter 
for  families  for  whom  prevention  services  were  unavailable  or  unsuccessful,  it 
is  a  priority  of  the  Department  to  minimize  the  amount  of  time  families  must 
spend  in  emergency  shelter.  The  Department  funds  an  extensive  program  of 
housing  search  for  homeless  families,  which,  combined  with  the  use  of  housing 
subsidies  and  other  tools  help  homeless  families  find  new  permanent  housing. 

o    Housing  Search 

The  Department  first  began  providing  housing  search  services  to  homeless 
families  in  August  1985.  Since  then,  Department-funded  housing  search 
efforts  have  placed  more  than  5,100  families  in  permanent  housing.  In 
FY87  alone,  the  Department  helped  about  1,800  homeless  families  into 
permanent  housing  through  the  efforts  of  Department  staff,  shelter  staff, 
and  non-profit  contractors.  The  Department's  goal  is  to  place  3,000 
homeless  families  into  permanent  housing  in  FY88.  Housing  search  services 
are  provided  by  28  Department  workers  in  local  offices  and  shelter  staff  in 
family  shelters.  Private  non-profit  agencies  who  contract  with  the  Welfare 
Department,  and  other  non-profit  agencies,  who  contract  with  the  Executive 
Office  of  Communities  and  Development  and  are  funded  through  an 
interagency  agreement  with  welfare  provide  housing  search  services  for 
families  in  hotels  and  motels. 

Through  the  efforts  of  these  housing  search  workers,  the  Department 
provides: 

-  assistance  in  applying  for  subsidies; 

-  counseling  about  housing  needs,  rights,  and  responsibilities;  and 

-  help    in    funding    apartments    and    in    contacting    and    negotiating    with 
prospective  landlords. 

Total  FY88  expenditures  for  housing  search  are  estimated  at  $22  million  for 
FY88. 
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PLACEMENTS  IN  PERMANENT  HOUSING 
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o    Rent  Subsidies 

A  critical  tool  for  helping  homeless  families  obtain  new  permanent 
affordable  housing  is  the  use  of  rent  subsidies.  In  contrast  to  families  who 
have  been  able  to  stay  in  the  same  unit  for  a  number  of  years,  homeless 
families  trying  to  find  new  housing  in  the  private  market  face  substantially 
higher  costs.  In  FY86,  in  response  to  the  growing  number  of  homeless 
families  in  hotels,  motels,  and  shelters,  the  Department  and  the  Executive 
Office  of  Communities  and  Development  (EOCD)  established  a  special  pilot 
program  to  provide  state-funded  Chapter  707  rent  subsidies  to  homeless 
families.  Under  the  Chapter  707  program,  families  pay  25%  of  their  income 
towards  rent,  and  the  remainder  of  the  rent,  up  to  certain  specified 
maximum  levels  (which  vary  by  community),  is  paid  by  the  state.  In  FY86, 
278  homeless  hotel,  motel,  and  shelter  families  were  able  to  find  housing 
under  the  pilot  program.  In  FY87,  the  Legislature  expanded  funding  for  the 
program,  and  over  900  homeless  families  found  housing  with  Ch.  707 
certificates. 
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For  FY88,  homeless  AFDC  families  are  receiving  rental  assistance  through  a 
new  program  of  flexible  housing  vouchers.  In  addition  to  approximately  450 
federally  funded  vouchers  which  were  first  made  available  in  May  of  1987, 
the  Department  expects  that  between  2,000  and  2,500  homeless  families  will 
find  housing  with  state-funded  housing  vouchers  in  FY88.  These  vouchers, 
which  provide  benefits  similar  to  Ch.  707  certificates,  are  funded  at  and 
administered  by  EOCD.  The  substantial  increase  in  rent  subsidies  in  FY88 
will  enable  the  Department,  EOCD,  and  non-profit  vendors  to  help  many 
more  homeless  families  obtain  permanent  affordable  housing  in  FY88. 
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o    Other  Tools 

Other  tools  available  to  the  Department  to  aid  homeless  families  and 
individuals  in  acquiring  permanent,  unsubsidized  housing  include  a  program 
of  de-leading  of  housing  units  and  incentive  payments  to  landlords  who  will 
rent  to  homeless  clients. 

-     Rejejdjflg 

One  of  the  most  serious  obstacles  to  the  placement  of  homeless  families 
with  young  children  is  the  prevalence  of  lead  paint  in  rental  housing, 
particularly   in   areas   with    older   housing   stock.      In   an   attempt   to   make 
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more  housing  units  available  for  occupancy  by  currently  homeless 
families,  the  Department  initiated  a  pilot  project  through  a  contract  with 
the  Brockton  Area  Help-Line  to  inspect  and  de-lead  housing  units  in  the 
Brockton  area  that  contain  lead-painted  surfaces.  These  services  are 
provided  to  landlords  who  agree  to  rent  the  de-leaded  units  to  homeless 
families. 

In  the  first  three  months  of  t*e  Brockton  De-lrading  Services  Program, 
thirteen  of  Brockton's  twenty-six  homeless  families  receiving  emergency 
shelter  were  successfully  placed  in  permanent  housing.  More  than  half 
of  the  families  placed  had  been  residing  in  hotels  or  motels  for  over  90 
days.  The  average  cost  of  the  de-leading  was  only  about  $1,800  per 
unit;  the  cost  of  keeping  a  family  in  a  hotel  or  motel  for  90  days  could 
total  $6,000. 

In  light  of  its  success  with  the  pilot  de-leading  program,  the  Department 
has  begun  funding  a  more  extensive  de-leading  program  in  FY88 
administered  by  the  Department  of  Public  Health  (DPH),  which  has 
experience  in  de-leading  and  inspecting  housing  units.  Through  this 
agreement  de-leading  services  will  be  expanded  in  the  Brockton  area  and 
extended  to  Boston,  Greater  Boston,  and  Barnstable  County.  The 
Department  estimates  that,  during  six  months  of  FY88  when  the  program 
will  be  in  operation,  about  190  homeless  families  will  be  placed  in 
permanent  housing  as  the  result  of  the  Welfare/DPH  de-leading  program. 

Incentive  payments 

Another  successful  tools  used  by  housing  search  staff  and  non-profit 
agencies  has  been  the  payment  of  up  to  one  month's  rent  as  an 
incentive  to  realtors  and  landlords  to  place  homeless  families  in 
permanent  housing.  To  receive  the  incentive  payment,  the  landlord  must 
sign  a  lease  with  homeless  clients  for  private,  unsubsidized  housing  units 
for  a  minimum  of  one  year.  In  additional,  the  Department  also  pays  up 
to  a  half  month's  rent  as  a  holding  fee  to  landlords  who  will  rent  to 
homeless  families  with  a  subsidy.  Often  these  landlords  must  wait  with 
a  vacant  apartment  for  several  weeks  until  a  local  housing  authority  can 
inspect  it.  These  payments  helped  place  more  than  800  families  into 
permanent  housing  in  FY87. 


THE  NEXT  STEP:  FY89  PREVENTION  INITIATIVE 

Since  January  1983,  the  Department's  response  to  the  homelessness  problem  has 
expanded  significantly  and  has  broadened  as  a  result  of  a  growing 
understanding  of  the  root  causes  of  homelessness  and  the  needs  of  the 
homeless  population.  The  expansion  of  services  since  1983  has  focused  on 
meeting  the  immediate  need  for  emergency  shelter  among  the  homeless,  and  on 
helping  homeless  families  find  new  permanent  housing.  Although  necessary, 
these  services  are  an  after  the  fact  response,  to  help  those  who  do  become 
homeless.  The  cost  of  homelessness,  both  in  terms  of  difficulties  endured  by 
homeless  families  and  the  financial  cost  to  the  Commonwealth  of  providing 
emergency  services  is  enormous.  To  the  extent  possible,  given  the  pressures 
of  the  Commonwealth's  housing  situation,  efforts  to  combat  the  homeless 
problem  should  focus  on  prevention  of  homelessness. 
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For  FY89,  the  Administration  is  proposing  a  $22.4  million  homelessness 
prevention  program  designed  to  re-orient  the  Commonwealth's  homeless  service 
system  for  families  away  from  reliance  on  expensive  "back-end"  solutions,  such 
as  hotels  and  motels, '  and  toward  early  intervention  and  prevention  of 
homelessness.  This  initiative  will  stress  the  use  of  less  expensive  preventive 
services  such  as  landlord/tenant  mediation,  Emergency  Assistance,  and  social 
services  to  help  families  retain  their  housing  and  avoid  homelessness.  In 
addition,  this  initiative  proposes  the  creation  of  a  new  limited  rent  subsidy 
that  will  be  available  to  eligible  families  in  imminent  danger  of  becoming 
homeless.  Two  key  management  components  of  this  initiative  are  the  early 
identification  of  AFDC  families  who  are  at  risk  of  becoming  homeless  by 
Welfare  Department  workers,  and  housing  case  management  and  assistance  by 
housing  specialists  in  local  Welfare  offices  who  will  ensure  that  these  families 
are  referred  to  an  receive  appropriate  services.  The  proposed  homelessness 
prevention  system  is  outlined  in  the  following  flow  chart. 
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o    QKS  Mf1nayg™ent  in  Local  Offices 

Currently,  there  are  few  case  workers  in  local  Welfare  offices  who  are 
trained  to  identify  and  assist  families  who  are  in  danger  of  becoming 
homeless.  As  a  result,  it  is  usually  not  until  a  family  becomes  homeless 
that  the  Department  is  aware  of  a  family's  housing  problem  and  is  able  to 
assist  a  family  in  need.  At  that  point,  the  family  has  already  been 
uproot;  it  is  forced  to  aty'st  to  a  less  than  ideal,  temporary  living 
situation  in  a  shelter,  if  possible,  but  usually  in  a  hotel  or  motel  In 
almost  all  cases,  it  is  more  difficult,  and  more  costly,  for  a  family  to  attain 
new  housing  than  it  would  have  been  to  maintain  their  previous  housing  if 
only  the  proper  case  management  services  had  been  made  available  to  them. 
In  a  few  areas  where  case  management  has  been  piloted,  such  as  Plymouth 
and  Fitchburg,  the  number  of  homeless  families  has  been  reduced 
dramatically.  A  key  goal  of  the  homeless  case  management  efforts  is  the 
early  identification  and  treatment  of  such  "at  risk"  families.  To  this  end, 
the  Department  is  requesting  funding  for  homeless  case  management  services 
including: 

-  Training  for  Local  Office  Workers 

The  first  step  in  the  proposed  homelessness  prevention  plan  is  the 
early  identification  of  families  in  danger  of  becoming  homeless  to  get 
them  the  help  they  need  before  it  is  too  late.  The  Department  is 
thus  requesting  funds  in  FY89  to  provide  the  1,400  case  workers  who 
see  AFDC  families  regularly  with  quarterly  training  in  case 
management  techniques  geared  at  recognizing  and  assisting  families 
threatened  by  homelessness.  FY89  expenditures  for  training  are 
estimated  at  $0.8  million. 

-  Housing  Specialists 

To  ensure  that  the  appropriate  resources  available  to  prevent 
homelessness  are  accessed  once  a  case  worker  identifies  a  family  in 
need,  the  Department  proposes  the  addition  of  83  housing  specialists 
in  local  welfare  offices  and  six  regional  housing  coordinators.  The 
housing  specialists  will  be  responsible  for  ensuring  that  "at  risk" 
families  are  referred  to  and  receive  appropriate  prevention  services 
including:  landlord/tenant  mediation,  Emergency  Assistance,  and  social 
and  transitional  services.  In  addition,  housing  specialists  will  be 
responsible  for  determining  eligibility  for  6,500  limited  rental 
subsidies  (explained  below)  and  for  providing  case  management  for 
families  who  do  become  homeless.  Housing  specialists  will  be 
assigned  to  all  local  offices,  but  will  be  concentrated  in  those  offices 
with  the  most  serious  homeless  problems.  The  Department  request 
includes  $2.0  million  for  new  housing  specialists  in  Welfare  offices. 

-  Additional  Housing  Search  Capacity 

Department-funded  housing  search  efforts  have  proved  successful  in 
placing  over  5,100  homeless  families  into  permanent  housing  and  out 
of  hotels,  motels  and  shelters  since  August  1985.  Although  all 
homeless  families  in  Department-funded  shelters  and  in  hotels  and 
motels    now    have    access    to    housing    search    services,    none    of    the 
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families,  who  are  not  yet  homeless,  but  are  in  danger  of  becoming  so, 
have  access  to  these  same  services.  Thus,  it  is  not  until  a  family  is 
displaced  to  a  shelter,  a  hotel,  or  a  motel  that  it  can  receive  the 
Department's  assistance.  The  Department,  as  part  of  its  prevention 
initiative,  is  planning  to  expand  its  housing  search  efforts  statewide 
to  include  families  who  are  in  danger  of  becoming  homeless.  These 
services  will  be  delivered  using  a  combination  of  new  Welfare  staff 
and  performance-based  contracts  with  non-profit  agencies.  The 
Department  is  requesting  $22  million  for  these  additional  housing 
search  services. 

o    limits  Pmt  Subsidies 

Adding  staff  experienced  in  homeless  prevention  is  the  first  necessary  step 
the  Department  must  take  in  its  efforts  to  help  prevent  homelessness. 
Adequate  tools  for  the  prevention  of  homelessness  must  be  made  available 
to  new  and  existing  homeless  staff  if  they  are  to  respond  effectively  to  the 
needs  of  "at  risk"  families.  One  of  the  most  important  tools  the 
Department  is  proposing  to  add  as  part  of  its  new  homeless  prevention 
initiative  is  a  limited  rent  subsidy  for  up  to  6,500  for  families  in  danger  of 
becoming  homeless. 

Currently  the  Department  offers  rent  subsidies,  including  federal  Chapter 
707  vouchers  and  state-funded  housing  vouchers,  to  families  in  shelters  or 
in  hotels  or  motels.  The  cost  of  acquiring  new  housing  is  in  most  cases 
more  expensive  than  retaining  current  housing  would  have  been.  The 
average  current  state-funded  housing  voucher  subsidy  is  $550  per  month. 
The  Department  believes  that  a  limited  subsidy,  available  to  families  in 
danger  of  becoming  homeless,  could  help  prevent  homelessness  by  helping 
families  maintain  their  current  homes  and  eliminating  the  incentives  to 
homelessness  created  by  other  subsidy  programs.  The  Department  is 
requesting  $10.7  million  to  fund  an  estimated  6,500  limited  rent  subsidies  in 
FY89.  These  subsidies  would  average  about  $300  per  family  per  month 
depending  on  family  size  and  geographic  locale. 

o    Social  Services  for  Troubled  Families 

As  noted  previously,  the  Department  estimates  that  one-third  of  families 
seeking  emergency  shelter  become  homeless  as  the  result  of  primarily  non- 
economic  crises.  Such  crises  can  include  abuse  by  a  spouse,  psychological 
problems,  teenage  pregnancy  and  other  social  problems.  For  these  families, 
a  rent  subsidy  alone  will  not  suffice;  they  need  ongoing  social  services  to 
help  them  maintain  a  home  once  they  are  placed  in  permanent  housing. 
Many  other  families  could  avert  homelessness  if  they  received  adequate 
social  services  before  their  problems  became  so  acute  as  to  make 
maintaining  a  permanent  independent  living  situation  impossible. 

In  FY89,  the  Department  is  requesting  $4.0  million  funds  to  cover  the  costs 
of  contracted  social  service  staff  and  services  for  homeless  families  and  for 
families  in  danger  of  becoming  homelessness.  The  services  these  funds  will 
provide  include: 

-  transportation; 

-  summer  activities  for  children; 
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.     child  care;  and 

-     parental  aides  and  counseling. 

The  Department  plans  to  provide  these  services  to  families  through  an 
interagency  agreement  with  the  Department  of  Social  Services  (DSS)  using  a 
performance-based  contract  model 

o    jNew  FamCv  Shelters 

Despite  the  Department's  greatly  increased  efforts  at  prevention,  some 
families  will  still  become  homeless.  It  is  a  fundamental  goal  of  the 
Department  to  continue  to  meet  the  emergency  shelter  needs  of  these  most 
needy  families,  and  to  reduce  the  numbers  of  families  who  are  forced  to 
reside  in  hotels  and  motels. 

To  continue  providing  assistance  to  families  who  do  become  homeless,  and 
to  avoid  the  necessity  of  sheltering  them  in  hotels  or  motels,  the 
Department  proposes  opening  and  additional  15  family  shelters  in  FY89. 
These  shelters  will  be  opened  in  areas  which  are  in  greatest  need  of 
additional  family  shelter  beds  (Boston,  Lynn,  Chelsea,  Maiden,  Springfield, 
Worcester  and  Cape  Cod).  The  Department  is  requesting  $1.9  million  to 
fund  the  shelters  in  FY89. 

O     1Q  Transitional   Living   Programs 

At  the  end  of  FY87,  there  were  200  families  in  hotels  and  motels  and  SO 
families  in  shelters  with  lengths  of  stay  exceeding  90  days.  Many  of  these 
homeless  families  who  stay  for  extended  periods  of  time  in  emergency 
shelters,  in  particular  those  in  hotels  and  motels,  have  been  homeless  for 
extended  periods  because  social  problems  or  a  lack  adequate  skills  has  made 
the  maintenance  of  permanent  housing  impossible.  These  families  often 
continue  to  experience  difficulty  adjusting  to  independent  living  once  the 
Department  is  successful  in  finding  permanent  housing  for  them.  To  help 
families  such  as  these  adapt  to  living  on  their  own,  the  Department  of 
Social  Services  is  planning  to  open  seven  transitional  living  programs  in 
FY88.  These  programs  will  provide  stable  housing  (for  up  to  24  months), 
Uaining  and  education,  and  social  services  to  homeless  families  who  are  not 
capable  of  making  the  transition  from  hotel  life  to  independent  living 
immediately. 

As  part  of  the  homeless  prevention  initiative,  the  Department  of  Social 
Services  is  planning  to  open  ten  additional  transitional  living  programs  to 
aid  families  jn  danger  of  becoming  homeless,  as  well  as  those  who  are 
already  homeless  and  who  have  been  in  emergency  shelters  for  more  than 
90  days.  The  cost  of  these  proposed  transitional  living  programs  is  included 
in  the  Governor's  budget  request  for  the  Department  of  Social  Services. 
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BGK 

FY87 

Em 

FY89  Request 

Total 

Expenditures 

$9,969,000 

$19,704,000 

$24,955,000 

$49,105,000 

The  Administration  is  requesting  $49.1  million  to  provide  funding  for  services 
to  help  prevent  and  alleviate  homelessness  in  FY89.  The  services  these  funds 
will  make  available  to  the  Commonwealth's  homeless  families  and  individuals 
include  both  emergency  shelter  and  housing  search  and  support  services.  The 
FY89  request  also  includes  $21.8  million  to  fund  the  costs  of  staff  and  services 
for  a  homelessness  prevention  initiative.  Through  this  initiative,  the 
Department  plans  to  re-orient  the  Commonwealth's  approach  to  addressing  the 
homelessness  problem  toward  prevention.  Thus,  the  funds  requested  will 
provide: 

o    additional    staff    specially    trained    in    identifying    and    aiding    families    who 
are  in  danger  of  becoming  homeless; 

o     limited  rent  subsidies  to  families  in  danger  of  becoming  homeless; 

o     social  services  for  "at  risk"  families;  and 

o    15    new    emergency    shelters    for    families,    who,    despite    efforts    at 
prevention,  still  become  homeless. 

In  addition,  $0.6  million  is  included  in  the  Department  of  Social  Services 
budget  request  to  fund  the  costs  of  operating  10  new  transitional  living 
programs  to  assist  homeless  families  who  have  spent  extended  periods  of  time 
in  emergency  shelter  to  adapt  to  independent  living. 


'Totals  include  expenditures  from  the  General  Relief  account  of  $3.1 
million  in  FY86,  $2.7  million  in  FY87,  and  an  estimated  $3.5  million  in 
FY88. 
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SERVICES    CURRENTLY    PROVIDED    TO    PREVENT    AND    AIJ.FVIATF 


pjnwpnar  Shelter 

The  Department  currently  funds  79  shelters  for  homeless  people  in  the 
Commonwealth.  Of  these  shelters,  49  serve  families.  Family  shelters  provide 
more  than  1,250  beds  and  can  accommodate  over  400  families  each  night. 
Family  shelters  provide  extensive  services  including: 

o  meals; 

o  housing  search; 

o  family  life  advocacy  services; 

o  assistance  in  obtaining  benefits  and  social  and  health  services;  and 

o  transportation  to  and  from  shelters  when  necessary. 

The  remaining  30  shelter  that  are  funded  by  the  Department  serve  individuals. 
These  shelters  provide  nearly,  2,100  beds  to  homeless  individuals  across  the 
Commonwealth.  Shelters  for  individuals  provide  less  extensive  services  than  do 
those  for  families.  Individual  shelters  provide  meals  and  assistance  in 
obtaining  appropriate  benefits  and  social  and  health  services.  These  individuals 
are  also  eligible  for  advocacy  and  outreach  services,  which  are  funded  through 
the  General  Relief  Health  Services  program. 

In  addition  to  the  79  overnight  shelters  currently  funded  by  the  Department, 
there  are  also  three  day  programs  that  provide  meals  and  counseling  during  the 
day,  but  no  overnight  shelter.  Other  emergency  services  for  the  homeless 
include  two  programs  which  provide  furniture  to  families  in  need. 


HjHjSfflg  Search  and  Support  Services 

Department  efforts  at  assisting  the  homeless  do  not  stop  at  providing 
emergency  shelter  to  families  and  individuals  in  need.  A  priority  of  the 
Department,  is  to  help  homeless  people  find  permanent  housing  as  soon  as 
possible.  The  Department  Homeless  Resources  staff  and  other  contracted 
housing  search  workers,  provide  housing  search  services  to  homeless  families 
across  the  state  through  a  variety  of  means  including: 

o    non-profit     agencies    who    contract    through    EOCD     funded    by    the 
Department 

o    Department  housing  search  staff;  and 

o    Direct  contract  with  non-profit  agencies  in  Boston  and  Cape  Cod. 
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In  addition,  there  is  a  housing  search  worker  on  duty  in  most  family  homeless 
shelters,  the  funding  for  whom  is  provided  in  the  shelter  contract.  Housing 
search  workers  assist  families  in  finding  permanent  housing  by  helping  them  to 
apply  for  subsidies  and  to  contact  landlords,  and  by  counseling  them  about 
housing  needs,  rights,  and  responsibilities.  Since  August  1985,  Department- 
funded  housing  search  efforts  have  resulted  in  the  placement  of  more  than 
5,100  families  in  permanent  housing.  In  FY89  alone,  the  Department  will  help 
place  3,000  homeless  families  into  permanent  housing. 

In  FY88,  the  Department  began  providing  de-leading  services  to  landlords  in 
Boston,  Greater  Boston,  Barnstable  county  and  the  Brockton  area  who  have 
agreed  to  rent  the  de-leaded  units  to  homeless  families.  These  services  are 
rendered  through  an  interagency  agreement  with  the  Department  of  Public 
Health.  In  addition,  the  Department  funds  a  less  extensive  program  serving 
Brockton  through  a  contract  with  the  Brockton  Area  Help-Line.  De-leading 
services  are  expected  to  result  in  the  placement  of  nearly  230  families  in 
permanent  housing  in  FY88. 


Homeless  Prevention  Ini^fac 

In  FY89,  the  Administration  proposes  to  greatly  expand  its  efforts  aimed  at 
preventing  homelessness.  Prompted  by  an  evolving  understanding  of  the  needs 
of  homeless  families,  the  Administration  is  proposing  an  initiative  aimed  at 
stopping  homelessness  before  it  starts  by  re-orienting  its  treatment  of 
homelessness  toward  prevention. 

The  Administration  is  requesting  an  additional  $21.8  million  to  fund  the  costs 
of  this  initiative.  Limited  rent  subsidies,  case  management,  and  housing  search 
for  those  who  are  homeless  or  in  danger  of  becoming  homeless  will  be 
provided  to  prevent  families  from  losing  their  housing.  Despite  Department 
efforts  at  prevention,  however,  some  families  will  still  become  homeless.  For 
these  families,  the  Governor's  prevention  initiative  proposes  an  additional  15 
permanent  shelters.  The  Department  of  Social  Services  is  also  requesting  $0.6 
million  to  fund  the  costs  of  operating  10  transitional  living  programs  for 
families  who  have  been  living  in  hotels  or  motels  for  long  periods  of  time. 
Many  such  families  experience  difficulties  making  the  transition  to  independent 
living. 

A  more  detailed  description  of  homeless  services  and  their  evolution  since 
FY83  can  be  found  in  the  Special  Report  on  Homeless  Services  which  follows 
this  account  description. 


FY89  REQUEST 

The  Commonwealth  currently  provides  a  broad  array  of  services  both  to  the 
homeless  and  to  prevent  homelessness,  including  emergency  shelter,  assistance 
in  obtaining  permanent  housing,  and  social  services.  These  items  and  the 
funding  requested  for  FY89  are  detailed  below. 
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FY89  BUDGET  REOUEST 

On  thousands  of  dollars) 

Emergency  Services 

1.   Pine  Street/St.  Paul's  Shelter 

$6,000 

2.   Long  Island/BCH  Overflow 

L500 

3.   Other  Permanent  Shelters 

13,080 

4.   Alternative  Shelters 

1,000 

5.    Day  Programs 

862 

6.   Human  Services  Winter  Plan 

992 

Housing  Search  and  Support  Services 

1.    Homeless  Resources  Staff 

$1,200 

2.    Contracted  Housing  Search  Staff 

o  Housing  Search  through  Non-Profits 

1,164 

o  Cape  Cod  Housing  Services 

611 

o  Housing  Search  through  Non-Profits 

446 

serving  Boston 

3.   De-leading 

475 

Prevention  Initiative 

1.   Case  Management  in  Local  Offices 

o  Training 

$820 

o  Housing  Specialists 

$2,021 

o  Additional  Housing  Search  Capacity 

$2,284 

2.   Limited  Rent  Subsidies 

$10,725 

3.   Social  Services 

$4,000 

4.    15  New  Family  Shelters 

$1,925 

TOTAL 

$49,105 

EMERGENCY  SERVICES 


L    Pine  Street  Innffit    ffffft  fr*-*"  $6^)00,000 

The  Pine  Street  Inn  provides  680  beds  for  Boston's  homeless  individuals  at 
two  sites.  The  Inn  has  served  the  homeless  since  the  early  1900s.  To  help 
meet  the  need  for  additional  shelter  beds  in  Boston,  as  well  as  to  provide 
more  security  for  homeless  women,  the  Pine  Street  Inn  has  also  opened  the 
St.  Paul's  Shelter,  which  provides  an  additional  50  beds  for  homeless 
women. 

2.  T™y  IcWfttfTH  Overflow  $L500,000 

The  Long  Island  shelter,  which  has  been  in  operation  since  January  1983,  is 
a  360-bed  shelter  serving  homeless  individuals,  both  men  and  women.  Long 
Island  receives  joint  funding  from  the  Department  and  the  city  of  Boston. 
The  Department  funds  approximately  70%  of  the  shelter's  operating  costs. 
Because  of  a  shortage  of  shelter  beds  in  Boston,  60  overflow  beds  were 
added  at  the  Boston  City  Hospital  in  1987.  Long  Island  operates  this 
overflow  shelter;  the  Department  provides  funding  for  it. 

3.  Other  Permanent  Shelters  $13,080,000 

The  Department  currently  provides  funding  for  49  permanent  emergency 
shelters  for  families  and  17  for  individuals  (plus  the  Pine  Street  Inn,  Long 
Island,  Executive  Office  of  Human  Services  Winter  Plan,  and  alternative 
shelters).  There  are  a  total  of  1,870  beds  in  these  66  permanent  shelters 
serving  the  homeless.  In  addition  to  a  bed,  these  shelters  provide  meals 
and  assistance  in  obtaining  public  assistance.  Family  shelters  also  provide 
housing  search  and  transportation  services. 

4.  ftltf^narivp.  Shg&cjs  $1^00,000 

Although  there  is  a  need  for  year-round  shelter  to  meet  the  needs  of  the 
Commonwealth's  homeless,  the  dangers  of  homelessness  become  particularly 
acute  during  the  frigid  winter  months.  Therefore,  in  addition  to  funding  71 
permanent  shelters,  the  Department  also  provides  funding  for  four 
temporary  shelters  that  provide  a  total  of  60  additional  beds  for  individuals 
in  the  Boston  area  seeking  emergency  shelter  during  the  winter  months. 
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5.   ^^imaii  Services  Winter  Plan  $992,000 

The  Executive  Office  of  Human  Services  has  developed  a  plan  to  meet  the 
crisis  caused  by  the  continuing  shortage  of  shelter  beds  for  individuals  in 
Greater  Boston,  particularly  during  the  winter.  As  a  result,  in  addition  to 
the  71  permanent  shelters  (including  five  Long  Island  and  Pine  Street  Inn 
rhelters)  and  four  temporary  shelters,  the  Department  is  funding  the 
following  initiatives  in  FY88  and  FY89: 

o    Boston  University  (Commonwealth  Armory)  Shelter  $469,000 

In  past  years,  in  Pine  Street  Inn's  largest  site,  on  Harrison  Avenue, 
hundreds  of  individuals  were  forced  to  sleep  on  the  floor  on  many  of 
the  coldest  winter  nights  because  all  other  beds  were  fulL  To  meet 
critical  need  for  additional  beds  for  individuals,  particularly  during 
the  winter  months,  the  Pine  Street  Inn  has  opened  a  fourth  shelter 
at  the  Commonwealth  Armory,  the  ownership  of  which  has  recently 
been  transferred  to  Boston  University.  This  shelter,  which  currently 
accommodates  as  many  as  300  individuals  nightly,  has  eliminated  the 
overflow  problems  at  the  Harrison  Avenue  site. 

o    20  Emergency  Overflow  Beds  at  the  Camhridge  Armory  $193,000 

Through  the  EOHS  Winter  Plan,  the  Department  is  providing  funding 
to  the  City  of  Cambridge  to  operate  an  overflow  shelter  at  the 
Cambridge  Armory.  Through  this  funding,  50  overflow  beds  will  be 
provided  to  homeless  individuals  in  Cambridge.  Individuals  who  seek 
shelter  at  the  Cambridge  Armory  will  also  receive  social  services  and 
medical  referrals  as  needed. 

o    Night  Drop-In  Center  $330,000 

This  center,  to  be  funded  by  a  consortium  of  public  and  private 
agencies,  will  serve  those  homeless  individuals  who  are  not  served 
by  the  existing  shelter  system.  These  individuals  may  fear  going  to 
shelters,  may  have  arrived  too  late  to  get  a  bed  in  a  shelter,  or  may 
be  too  disoriented  to  get  to  a  shelter.  The  center  will  provide  a 
safe,  comfortable  place  to  spend  time  during  the  night. 


6.   Dav  Programs  and  Other  Service  Programs  $862,000 

The  Department  also  provides  funding  for  three  day  programs.  These 
programs  furnish  homeless  individuals  with  meals,  counseling,  outreach, 
referral,  and  related  services  to  the  homeless  population.  The  Department 
currently  provides  funds  to  St.  Francis  House,  Kit  Clark  Senior  House,  and 
Project  Place.  These  three  programs  will  be  continued  in  FY89. 
In  addition,  the  Department  provides  funds  to  two  community  agencies,  the 
Boston  Coalition  for  the  Homeless  and  North  Shore  Catholic  Charities, 
which  operate  programs  that  equip  needy  families  who  have  recently 
obtained  permanent  housing  with  furniture. 


HOUSING  SEARCH  AND  SUPPORT  SERVICES 


L  Homeless  Resources  Staff  $1200,000 

The  Department  will  continue  funding  key  case  management  staff  to  work 
with  homeless  families  in  areas  of  the  state,  including  Boston,  where 
housing  search  services  are  not  furnished  by  contracted  housing  search 
staff.  These  staff  placed  995  families  in  permanent  housing  in  FY87. 
Welfare  Department  Housing  Search  staff  currently  handle  about  40%  of  all 
homeless  hotel/motel  families.  The  Department  is  requesting  $12  million  to 
continue  funding  50  housing  services  staff  in  FY89. 

2.    Contracted  Honsmy  Sfiggjj  Staff  $1464,000 

o  Housing  Search  through  Non-Profits.  The  Department  is  currently 
providing  funding  to  the  Executive  Office  of  Communities  and 
Development  (EOCD)  to  operate  a  housing  search  program  under  which 
15  non-profit  organizations  provide  housing  search  services  and  housing 
stabilization  for  homeless  families  throughout  the  state.  The 
Department's  current  agreement  with  EOCD  will  place  900  homeless 
families  into  permanent  housing  in  FY88  and  serves  about  40%  of  all 
homeless  hotel/motel  families.  Boston  and  Cape  Cod  families  are  not 
covered  by  this  agreement 

In  FY89,  the  Department  will  begin  contracting  with  these  15  non- 
profit agencies  directly.  The  Governor's  Budget  Request  includes  a 
request  for  $1,2  million  to  continue  funding  these  housing  search  efforts 
in  FY89. 

o  Cape  Cod  Housing  Services.  Cape  Cod's  extraordinarily  tight  housing 
market  has  resulted  in  a  severe  homelessness  problem.  This  is  especially 
true  during  the  tourist  season.  Two  non-profit  organizations,  the 
Housing  Assistance  Corporation  (HAC)  and  the  Community  Action 
Committee  of  the  Cape  and  Island,  which  subcontracts  with  HAC,  provide 
a  variety  of  housing  search,  stabilization,  and  advocacy  services  designed 
to  increase  the  availability  of  affordable  housing  for  low-income  families 
on  the  Cape. 

o  Housing  Search  through  Non-ProfitS  Sc^ff  Boston.  In  FY88,  the 
Department  is  providing  funding  to  Action  for  Boston  Community 
Development  (ABCD)  to  furnish  housing  search  and  stabilization  services 
if  local  welfare  offices  throughout  Boston  and  in  Brookline.  Through 
this  program,  which  will  operate  for  five  months  in  FY88,  the 
Department  hopes  to  place  some  133  families  in  permanent  housing  this 
year  alone. 
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3.   De-leading  $475,000 

One  of  the  most  serious  obstacles  to  the  placement  of  homeless  families 
with  young  children  is  the  prevalence  of  lead  paint  in  rental  housing, 
particularly  in  areas  with  older  housing  stock.  In  an  attempt  to  make  more 
housing  u^its  available  for  occupancy  by  currently  homeless  families,  the 
Department  initiated  a  pilot  project  through  a  contract  with  the  Brockton 
Area  Help-Line  to  inspect  and  de-lead  housing  units  in  the  Brockton  area 
that  contain  lead-painted  surfaces.  These  services  are  provided  to  landlords 
who  agree  to  rent  the  de-leaded  units  to  homeless  families.  Since  the  pilot 
program  began,  28  families  have  been  placed  in  permanent  housing  in  units 
de-leaded  by  the  Brockton  Area  Help-Line. 

In  light  of  its  success  with  the  pilot  de-leading  process,  the  Department 
has  begun  a  more  extensive  de-leading  program  with  the  Department  of 
Public  Health.  Funded  by  the  Department  of  Public  Welfare,  this  project  is 
being  administered  by  the  Department  of  Public  Health,  which  has 
experience  in  de-leading  and  inspecting  housing  units.  Through  this 
agreement  de-leading  services  will  be  expanded  in  the  Brockton  area  and 
extended  to  Boston,  Greater  Boston,  and  Barnstable  County.  De-leading 
services  are  expected  to  result  in  the  placement  of  228  families  in 
permanent  housing  in  FY88,  and  will  be  continued  in  FY89. 


ffOMFlJTfrS  PRFVFTNTION  INITIATIVE 


The  Administration  is  requesting  $21.8  million  to  fund  the  costs  of  a  homeless 
prevention  initiative  aimed  at  stopping  homelessness  before  it  starts.  An 
additional  $0.6  million  is  being  requested  by  the  Department  of  Social  Services 
to  fund  10  new  transitional  housing  programs  as  part  of  the  prevention 
initiative. 


L   Cfff?  M?n^gement  in  Local  Offices  $5,125,000 

A  key  goal  of  the  homeless  prevention  initiative  is  the  early  identification 
and  treatment  of  such  "at  risk"  families.  To  this  end,  the  Department  is 
requesting  $5.0  million  for: 

o    Training  for  Local  Office  Workers  $820,000 

The  first  step  in  the  Administration's  prevention  plan  is  the  early 
identification  of  families  in  danger  of  becoming  homeless  in  order  to 
get  them  the  help  they  need  before  it  is  too  late.  The  Department  is 
thus  requesting  funds  in  FY89  to  provide  the  1,400  case  workers  who 
see  AFDC  families  regularly  with  quarterly  training  in  case 
management  techniques  geared  toward  recognizing  and  assisting 
families  threatened  by  homelessness. 
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O      Mn„cinf    <fr^,Kctc  $2,021,000 

It  is  integral  to  the  Department's  efforts  at  prevention  that  the 
appropriate  resources  available  to  prevent  homelessness  are  accessed 
as  soon  as  a  case  worker  identifies  a  family  in  need.  The 
Administration  thus  proposes  the  addition  of  83  housing  specialists  in 
local  welfare  offices  and  six  regional  housing  coordinators. 

The  housing  specialists  will  be  responsible  for  ensuring  that  "at  risk" 
families  are  referred  to  and  receive  appropriate  prevention  services 
including:  landlord/tenant  mediation,  Emergency  Assistance,  and  social 
and  transitional  services.  In  addition,  housing  specialists  will  be 
responsible  for  determining  eligibility  for  6,500  limited  rental 
subsidies  and  for  providing  case  management  for  families  who  do 
become  homeless. 

o    Additional  Housing  Search  Capacity  $2^09,000 

Department-funded  housing  search  efforts  have  proved  successful  in 
placing  over  5,100  families  in  permanent  housing  from  motels,  and 
shelters  since  August  1985.  To  meet  the  needs  of  the 
Commonwealth's  more  than  1,000  homeless  families  who  are  currently 
living  in  such  temporary  housing,  however,  this  is  not  enough. 
Although  all  homeless  families  in  Department-funded  shelters  and 
hotels  or  motels  now  have  access  to  housing  search  services,  none  of 
the  families  who  are  not  yet  homeless,  but  are  in  danger  of  becoming 
so,  have  access  to  these  same  services.  Thus,  it  is  not  until  a  family 
is  displaced  to  a  shelter,  a  hotel,  or  a  motel  that  it  can  receive 
housing  search  assistance  from  the  Department.  The  Adminstration, 
as  part  of  its  prevention  initiative,  is  planning  to  expand  Department 
housing  search  efforts  statewide  and  extend  them  to  families  whose 
unstable  housing  situations  put  them  in  danger  of  becoming  homeless 
due  to  an  unstable  housing  situation.  These  services  will  be  delivered 
using  a  performance-based  contract  model. 

2.   limited  Rent  ftMiffi  $10,725,000 

To  provide  the  current  and  new  staff  with  adequate  tools  to  help  prevent 
homelessness,  the  Governor  is  proposing  to  add  as  part  of  the  new  homeless 
prevention  initiative  a  limited  rent  subsidy  for  families  in  danger  of 
becoming  homeless.  Currently  the  Department  offers  rent  subsidies, 
including  Chapter  707  vouchers  and  Section  8  certificates,  to  families  in 
shelters  or  in  hotels  or  motels.  While  these  subsidies  can  alleviate 
homelessness  they  can  do  nothing  to  prevent  it  since  families  must  be 
homeless  to  qualify  for  a  Chapter  707  voucher  or  Section  8  certificate. 
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In  addition,  the  cost  of  acquiring  new  housing  is  in  most  cases  more 
expensive  than  retaining  current  housing  would  have  been.  As  a  result,  the 
average  current  707  subsidy  is  $550  per  month,  while  the  proposed 
prevention  subsidy  will  average  only  $300  per  month.  By  adding  a  limited 
subsidy  to  help  prevent  homelessness,  the  Administration  is  hoping  to  help 
families  to  maintain  their  current  homes  by  eliminating  the  incentives  fo 
homelessness  created  by  other  subsidy  programs,  at  a  lower  cost  to  the 
Department  than  if  the  family  had  qualified  for  a  voucher  by  becoming 
homeless. 

3.  T<nri»1   S«rfrt*  fnr  TmnMfrf   Emffig  $4fiOQftQQ 

The  Department  estimates  that  one-third  of  families  seeking  emergency 
shelter  become  homeless  as  the  result  of  crises  that  are  not  primarily 
economic  crises,  such  as  abuse  by  a  spouse,  psychological  problems, 
substance  abuse,  and  other  social  problems.  To  treat  homeless  families  in 
this  situation,  and  to  help  prevent  the  crises  from  becoming  so  acute  that 
maintaining  a  permanent  independent  living  situation  is  impossible,  the 
Department  is  requesting  funds  to  expand  social  services  to  homeless  and 
"at  risk"  families.  The  services  these  funds  will  provide  include 
transportation,  summer  activities  for  children,  child  care,  and  parental 
aides  and  counseling.  The  Department  plans  to  provide  these  services  to 
families  through  an  interagency  agreement  with  the  Department  of  Social 
Services  using  a  performance-based  contract  model 

4.  1S  Npw  Family  Sl»Mt*r*  $1^25,000 

Despite  the  Administration's  greatly  increased  efforts  at  prevention,  as  the 
availability  of  affordable  housing  continues  to  decline,  some  families  will 
still  become  homeless.  It  is  a  fundamental  goal  of  the  Department  to 
continue  to  meet  the  needs  of  these  most  needy  families,  and  to  reduce  the 
numbers  of  families  who  are  forced  to  seek  emergency  shelter  in  hotels  and 
motels.  H.l  thus  includes  a  request  for  funding  to  open  15  new  permanent 
homeless  shelters  for  families  in  FY89. 
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INTRODUCTION  TO  HEALTH  SERVICES  PROGRAMS 

In  FY89,  the  Department  proposes  to  provide  health  services  totalling  $1,584 
billion  to  approximately  450,800  Medicaid-eligible  individuals  through  the 
Medical  Assistance  account  (4402-5000). 

Medicaid  narrative  sections  to  follow  include: 

o    Medical  Assistance  Overview 

o    1983-1988  Performance 

o    Growth  in  Expenditures 

o    Strategies  for  Managing  the  Medicaid  Program 

o    Major  Expenditure  Factors 

-  Caseload  and  Eligibility 

-  Utilization  and  Service  Delivery 

-  Rates  and  Reimbursement 

o    Descriptions  of  nine  key  services: 

-  Nursing  Home 

-  Acute  Hospital 

-  Chronic  and  Rehabilitation  Hospital 

-  Physician 

-  Mental  Health 

-  Community  Long-Term  Care 

-  Pharmacy 

-  Dental 

-  Other  Non-Institutional 

o    Health  Choices 

o    Special  Report  on  Elderly  Choices 

In  addition,  the  Department  proposes  to  provide  services  to  individuals  through 
the  following  accounts: 

o    General  Relief  Health  Services  (4406-5000) 

o    Project  Good  Health  (4400-1400) 

The  $20.1  million  requested  for  administrative  expenses  associated  with 
providing  these  services  is  funded  through  the  Medical  Administration  account 
(4400-1003)  which  is  discussed  in  the  Productivity,  Management,  and  Service 
Delivery  section  later  in  the  narrative. 
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MEDICAL  ASSISTANCE  f4402-50«n 


FY86 

EGBZ 

rvw 

FYS?  Request 

Expenditures\ 
Appropriation 

$1^07,600,000 

$1,438,000,000 

$1421,020,000 

$L583,620,000 

Caseload 

258,400 

268,900 

269,400 

273,100 

Recipients 

428,000 

447300 

446,400 

450,800 

*  Appropriation 

FY87. 

does    not    include    an    additional 

$25    million 

continued    from 

OVERVIEW 

The  Medical  Assistance  (Medicaid)  program  provides  necessary  and  high  quality 
medical  care  to  financially  and  medically  needy  individuals  efficiently  and  cost- 
effectively.  It  is  funded  jointly  by  the  state  and  the  federal  government  and 
administered  by  the  state.  Medicaid  does  not  provide  the  care  directly,  but 
reimburses  medical  care  providers  (physicians,  clinics,  hospitals  and  nursing 
homes)  for  services  they  render  to  Medicaid-eligible  individuals.  The  Medicaid 
program  is  the  largest  single  item  in  the  state's  budget. 

The  Medicaid  program  was  established  in  1965  by  Title  XDC  of  the  Social 
Security  Act.  The  Health  Care  Financing  Administration  (HCFA)  within  the 
federal  Department  of  Health  and  Human  Services  monitors  state  compliance 
with  federal  Medicaid  regulations,  which  is  required  for  federal  reimbursement 
of  Medicaid  expenditures.  In  FY88,  Massachusetts  is  reimbursed  by  the  federal 
government  for  50%  of  its  Medicaid  expenditures. 

Caseload  and  FKpihflifr 

Individuals  become  eligible  for  Medicaid  primarily  on  the  basis  of  their 
financial  need.     The  principal  components  of  the  caseload  are: 

o  Categorically  Needy.  All  persons  who  receive  cash  assistance,  from  the 
Aid  to  Families  with  Dependent  Children  (AFDC)  program,  the 
Supplemental  Security  Income  (SSI)  program,  or  the  Refugee 
Resettlement  program,  are  automatically,  or  categorically,  eligible  for 
Medicaid  For  the  first  half  of  FY88,  the  average  monthly  caseload  of 
categorically  needy  was  about  194,400  and  the  average  monthly  recipient 
count  was  about  346,400. 

o  Medically  Needy.  Individuals  and  families  who  are  ineligible  for  cash 
assistance  but  whose  income  and  resources  are  nevertheless  insufficient 
to  meet  their  medical  needs  are  eligible  for  Medicaid,  provided  their 
income  and  resources  do  not  exceed  a  certain  limit  ($850  a  month  for  a 
family  of  four  in  FY88). 
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In  addition,  families  or  individuals  (except  childless,  able-bodied  persons 
between  the  ages  of  21  and  65)  can  qualify  for  Medicaid  as  medically 
needy  if  high  medical  expenses  reduce  their  income  below  the  medically 
needy  monthly  income  standard.  These  people  are  called  medically  needy 
"spend-down"  cases. 

Those  who  qualify  for  Medicaid  on  this  basis  are  mostly  elderly  and 
disabled  persons,  many  of  whom  are  in  nursing  homes  or  chronic  and 
rehabilitation  hospitals.  For  the  first  half  of  FY88,  the  average  monthly 
Medicaid-only  caseload  was  about  75,000,  or  about  100,000  recipients. 
Most  Medicaid-only  cases  include  only  one  individual. 

Covered  Services 

Federal   Medicaid   regulations   require   states   to   provide   a   specified   set   of  basic 
medical  services  to  Medicaid  recipients: 

o  Inpatient  and  outpatient  hospital  care; 

o  Skilled  nursing  home  care; 

o  Physician  services; 

o  Laboratory  and  radiology  care; 

o  Home  health  care; 

o  Dental  care;  and 

o  Preventive  health  care  for  children. 

Massachusetts    provides    all    of   these    mandatory    services.  In    addition,    Mas- 

sachusetts   provides    a    comprehensive    package    of    optional    benefits    (30 
services),  which  includes: 

o  Prescribed  drugs; 

o  Intermediate  care  nursing  homes; 

o  Adult  day  health  care; 

o  Mental  health  care;  and 

o  Transportation  to  medical  services. 
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fTpptiHifwres 

Most  Medicaid  recipients  (65%)  are  children  in  impoverished  families  and  their 
single  or  unemployed  parents.  These  families  normally  use  only  routine 
ambulatory  care  and  acute  hospital  inpatient  services  and  account  for  only  25% 
of  the  state's  Medicaid  expenditures.  Conversely,  elderly  and  disabled 
recipients  comprise  only  35%  of  Medir^aid  r^dpicnts  yet  because  of  their  need 
for  costly  nursing  home  care,  they  account  for  75%  of  expenditures. 


WHILE  THE  ELDERLY  AND  DISABLED 
REPRESENT  35%  OF  RECIPIENTS... 


Families — 6596 

Families — 25% 


^iiiii^pp^    Elderly  and  Disabled — 75« 
Elderly  and  Disabled — 3556 

MEDICAID  MEDICAID 

RECIPIENTS  EXPENDITURES 


THEY  ACCOUNT  FOR  75% 
OF  MEDICAID  SPENDING 
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TWO  THIRDS  OF  THE  MEDICAID  BUDGET. 


Non-Instit.  Care — 35* 


Acute  Hosp.  Inpt. — 20%. 


Long-term  Care — 45% 

IS  SPENT  FOR  INSTITUTIONAL  CARE 

Medicaid  Expenditures  for  Institutional  Care 
Medicaid  Spending  for  Non-Institutional  Care 


Each  year,  about  65%  of  the  Medicaid  budget  is  spent  on  institutional  care: 
about  45%  on  long-term  care  services  provided  in  nursing  homes  and  chronic 
and  rehabilitation  hospitals,  and  about  20%  for  acute  hospital  inpatient 
services.  The  balance  of  the  budget,  about  35%,  is  spent  on  non-institutional 
services,  including  acute  hospital  outpatient  services,  mental  health  services, 
physician  care,  pharmacy,  and  home  health.  The  Department  will  continue  to 
develop  and  expand  alternatives  to  costly  institutional  care  through  such 
programs  such  as  Kaleigh  Mulligan  Home  Care  for  Disabled  Children,  Health 
Choices,  and  Elderly  Choices. 
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PROJECTED  FY89  REOUEST  BY  PROVIDER  TYPE 

FY89 

%  Of  Total 

Provider  Tvpc 

Request  f$Nf> 

Expenditures 

Intermediate  Care  Facility 

$311 

19.6% 

Inpatient  Hospital 

292 

18.4% 

Skilled  Nursing  Facility 

266 

16.8% 

Chronic  Hospital 

167 

103% 

Outpatient  Hospital 

98 

6.2% 

Pharmacy 

86 

5.4% 

Physician 

82 

5.1% 

Mental  Health 

70 

4.4% 

Home  Health 

52 

33% 

Dental 

27 

1.7% 

Other  Non-institutional* 

133 

8.4% 

Total 

$1,584  million 

100.0% 

*  Includes  17  million  in  community  long-term  services. 
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1983-1988  PERFORMANCE 


The  Department  has  made  major  strides  over  the  past  four  years  in  meeting 
its  goals  of  ensuring  access  to  high  quality  health  care  services  for  the  poor 
and  the  elderly  and  of  containing  excessive  and  unnecessary  program  costs. 
A  recently  published  nationwide  study  by  the  Public  Citizen  Health  Research 
Group,  a  consumer  advocacy  organization,  ranked  the  Massachusetts  Mediuid 
program  fourth  in  the  country  with  respect  to  eligibility  standards,  availability 
of  services,  quality  of  care,  and  reimbursement  Since  that  study,  significant 
improvements  have  been  made  to  the  Medicaid  program,  including:  expanded 
services  to  pregnant  women,  increased  physician  fees,  and  better  alternatives 
to  institutional  care.     Specifically,  between  1983  and  1988  the  Department  has: 

o  Enhanced  access  to,  and  the  quality  of,  health  care  services  provided  to 
families  through  Health  Choices,  Healthy  Start,  Kaleigh  Mulligan  Home 
Care  for  Disabled  Children,  and  other  new  programs; 

o  Improved  the  quality  and  cost-effectiveness  of  services  for  the  elderly 
and  disabled  through  the  nursing  home  prescreening  program  and  the 
development  of  the  Elderly  Choices  program; 

o  Improved  the  management  and  administration  of  the  Medicaid  program; 
and 

o  Achieved  cumulative  savings  of  $288  million  through  FY87  by  containing 
excessive  costs. 

A  brief  summary  of  recent  Medicaid  program  and  cost  control  developments  in 
these  areas  follows.  Many  of  these  initiatives  are  described  more  fully  in 
subsequent  sections  of  this  narrative. 

A.  Access  and  On^lify  pf  C^ty 

With  the  assistance  of  the  Administration,  the  Legislature,  other  human 
service  agencies,  the  provider  community  and  various  advocacy  groups,  the 
Department  has  implemented  the  following  initiatives  designed  to  improve 
access  to  quality  health  care  for  low-income  individuals: 

o  Implemented  the  Health  Choices  prop-am.  This  new  program 
provides  Medicaid  recipients  with  the  same  health  care  options  as 
other  people.  In  the  first  year  of  the  program,  the  Department  has 
developed  a  prepaid  capitated  program  with  community  health  centers, 
signed  contracts  with  all  20  of  the  HMOs  serving  Massachusetts 
residents,  and  enrolled  a  total  of  almost  25,000  new  recipients  in 
managed  health  plans.  Its  goal  is  a  total  of  30,000  enrollees  by  the 
end  of  FY88. 

o  Increased  physician  participation.  Since  FY86,  almost  3,000  new 
physicians  have  enrolled  in  the  Medicaid  program.  To  further  ensure 
health  care  access  by  encouraging  physician  participation,  a 
comprehensive  overhaul  of  the  physician  rate  structure  was  initiated. 
Medical  rates  for  a  variety  of  procedures  which  previously  paid 
physicians  at   levels  between  40%   and  70%   of  Blue  Shield  rates  have 
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been  raised  by  a  weighted  average  of  approximately  30%  to  market 
levels.  .  In  FY88,  surgical  fees  were  increased  by  56%.  In  combination 
with  the  Health  Choices  program,  this  initiative  has  resulted  in  a 
reduction  in  hospital  outpatient  department  spending,  as  spending  for 
community-based  care  increased. 

o  Improved  access  to  comprehensive  prenatal  care.  The  amount  paid 
for  the  global  or  all-inclusive  fee  for  obstetrical  care  has  been 
increased  from  $506  to  $1,185  and  an  enhanced  service  package  to 
address  the  problem  of  high  risk  births  among  the  Medicaid 
population  has  been  developed.  The  Department  pays  $1,521  for  this 
enhanced  global  fee.  In  addition,  the  Department  has  expanded 
Medicaid  coverage  to  an  estimated  650  pregnant  women  below  100%  of 
the  poverty  line  by  implementing  all  federal  eligibility  options.  Only 
about  half  of  the  states  have  implemented  these  provisions  to  expand 
coverage  to  pregnant  women. 

o  Established  the  Healthy  Stsrf  program.  This  House  Ways  and  Means 
initiative,  now  administered  by  the  Department  of  Public  Health 
(DPH),  provides  prenatal  and  postnatal  care  to  approximately  5,600 
uninsured  low-income  pregnant  women  who  otherwise  would  have  no 
guaranteed  financial  support  for  adequate  care.  Although  these 
services  have  been  funded  through  the  DPH  budget  since  FY87,  to 
maximize  federal  reimbursement  for  these  services,  the  Department 
continues  to  work  with  DPH  to  assure  that  all  potentially  eligible 
women  apply  for  Medicaid. 

o  Reopened  a  Medicaid  unit  at  Boston  Citv  Hospital.  This  unit,  in  a 
geographic  area  with  a  high  concentration  of  Medicaid  recipients  and 
the  working  poor,  responds  to  their  particular  health  care  needs. 

o    Enrolled  6.300  new  providers  in  the  Medicaid  program  since  FY85. 

o  Developed  the  Kaileigh  Mulligan  Home  Care  program  for  Disabled 
Children.  With  Legislative  support,  this  new  program  was 
implemented  in  November  of  1987  and  provides  home  health  and  other 
supports  to  allow  an  estimated  250  to  400  severely  and  chronically 
disabled  children  to  be  cared  for  at  home,  instead  of  in  expensive 
and  inappropriate  institutional  settings.  Annual  care  costs  for  these 
children  can  be  as  much  as  $400,000  in  an  acute  hospital,  $140,000  in 
a  chronic  hospital,  and  $50,000  in  a  pediatric  nursing  home,  compared 
to  an  average  of  $46,500  at  home. 

o  Expanded  the  medical  services  for  General  Relief  recipients.  The 
expanded  services  (funded  through  the  General  Relief  Health  Services 
account)  include  comprehensive  ambulatory  care  benefits,  managed 
health  benefits,  and  access  to  hospital  services  through  an  agreement 
among  the  state,  the  hospitals,  and  private  third-party  payors. 

o  Increased  Medicaid-only  income-eligibility  standards  to  enable  over 
4,400  more  working  poor  families  to  secure  medical  coverage. 
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o  Provided  Medicaid  coverage  to  more  cMdESB-  An  estimated  1,000 
children  up  to  age  two  whose  family  incomes  are  below  100%  of  the 
poverty  line  will  receive  Medicaid  through  the  adoption  of  a  federal 
option. 

B.  Caring  for  the  Elderly  and  Disabled 

Over  the  past  four  ytars,  the  Department  has  undertaken  a  number  of 
initiatives  that  will  ensure  quality  care  for  the  elderly  and  disabled  that 
allows  them  to  live  in  the  least  restrictive  environment     Specifically: 

o  The  Department's  Elderly  P^ff*  program  will  provide  a  coordinated 
approach  to  securing  critical  community-based  services  for  elders  who 
would  otherwise  need  expensive  nursing  home  care  away  from  their 
home.  It  will  also  feature  a  cooperative  agreement  with  the 
Executive  Office  of  Elder  Affairs  to  further  improve  the  long-term 
care  system. 

o  The  Department  has  revised  the  Personal  Care  Attendant  program  as 
an  alternative  to  institutional  care  for  severely  disabled  recipients 
who  are  unable  to  supervise  their  own  personal  care  attendants, 
including  people  with  head  injuries  or  Alzheimer's  disease. 

o  The  Department's  Nursing  Home  Prescreening  program  became 
available  statewide  in  FYS  4.  Prescreening  ensures  appropriate  institu- 
tional or  community  placement  of  all  Medicaid  recipients  seeking 
nursing  home  care.  Private  patients  who  anticipate  eventually 
applying  for  Medicaid  have  also  been  participants. 

o  The  Department's  Administrative  Day  project  placed  2.700  heavier 
care  patients  in  nursing  homes  since  March  1987.  These  patients  had 
been  on  costly  administrative  day  (or  AD)  status  in  acute  hospitals. 

o  A  federal  grant  to  reimburse  nursing  homes  prospectively  and 
according  to  the  level  of  care  that  each  patient  requires  will  be 
implemented,  thereby  providing  an  additional  incentive  for  nursing 
homes  to  treat  more  frail  and  heavier-care  elderly  patients,  reducing 
the  costs  of  maintaining  these  patients  in  more  expensive  acute 
hospital  settings  while  they  await  nursing  home  placement. 

In  FY89,  through  the  programs  and  initiatives  described  in  detail  in  the 
sections  which  follow,  the  Department  will  continue  and  improve  upon  its 
successful  performance.  As  they  have  been  to  date,  the  goals  of  these  efforts 
are  to  ensure  access  to  high  quality  health  care  services  for  the  poor,  the 
disabled,  and  the  elderly  while  containing  excessive  and  unnecessary  costs. 

C.  Tmprpwpd   Manqgpment 

Over  the  past  four  years,  the  Department  has  made  a  significant  effort  to 
improve  the  management  of  the  Medicaid  program.  The  focus  of  these 
efforts  has  been  on  removing  barriers  to  efficient  eligibility  determination 
and  provider  participation.     Specifically: 
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o  The  Department's  Medicaid  Management  Information  System  (MMIS) 
processes  provider  ffcims.  on  average,  onrv  21  davs  after  their  receipt 
and  95%  claims  in  under  30  days.  This  is  a  shorter  turnaround  time 
than  many  other  private  payers,  including  Blue  Cross. 

o  The  Medicaid  error  rate  baft  hftf>"  reduced  to  1%.  less  than  one-sixth 
of  what  it  was  four  years  ago,  and  well  below  the  federal  sanction 
level  of  3%. 

o  A  regional  long-term  care  eligibility  unit  opened  in  Worcester.  With 
the  addition  of  this  fifth  unit  to  existing  units  in  Springfield, 
Lawrence,  Taunton,  and  Boston,  there  are  now  enough  specially 
trained  workers  to  handle  virtually  all  long-term  care  eligibility  cases. 
Because  of  the  complexity  of  long-term  care  cases,  concentrating 
them  in  specialized  units  has  both  reduced  the  error  rate  and 
improved  the  timeliness  of  eligibility  decisions. 

D.  rwatntnp  Medicaid  Costs 

The  Department's  Medicaid  savings  initiatives  have  played  an  important  role 
in  controlling  state  health  care  costs  -  not  by  reducing  services,  but  by 
correcting  inefficiencies.  Medicaid  savings  in  FY87  totalled  $71  million. 
These  savings  were  in  addition  to  the  $217  million  in  continuing  savings 
from  efforts  since  FY82.  In  other  words,  $288  million  in  unnecessary  costs 
were  eliminated  from  the  Medicaid  program  through  FY87. 

Rigorous  cost  controls  combined  with  innovative  program  initiatives 
enabled  the  Department  to  realize  these  savings.  Key  savings  initiatives 
such  as  those  listed  below  illustrate  this  success: 

o  Medicaid  Management  Information  System  (MMIS^  -  Upon 
implementation  of  the  Department's  sophisticated  claims  processing 
and  information  system  in  FY84,  the  Department  realized  $56  million 
in  savings  in  its  first  full  year  of  operation.  These  are  savings  that 
recur  each  year.  Moreover,  through  the  creation  of  more  edits  and  a 
more  effective  interaction  between  edits,  these  recurring  savings  have 
been  increased  to  $72  million  in  recurring  savings  in  FY87.  Fuially, 
MMIS  is  a  critical  support  for  the  Department's  agenda  of  other 
savings  initiatives,  totalling  over  $49  million  in  FY88. 

o  Third  Party  Liability  fTPLI  -  An  average  of  $17  million  each  year  in 
new  savings  has  been  achieved  since  FY84  through  improvements  in 
the  Department's  ability  to  maintain  accurate  and  complete  insurer 
information  on  recipients  with  private  coverage.  While  these  efforts 
save  significant  Medicaid  dollars,  provider  revenue  is  not  reduced.  In 
FY87,  TPL  savings  totalled  over  $30  million,  compared  to  $5.6  million 
in  FY84. 

o  Administrative  Dav  (AD^  Project  -  This  management  project  has, 
between  March  1986  and  December  1987,  placed  over  2,700  heavy  care 
patients  in  nursing  homes,  thereby  reducing  costly  administrative  days 
in  acute  hospitals  from  a  high  of  25,000  days  to  16,000  now. 
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o  Provider  Review  and  Sanctions  -  Completion  of  over  600  provider 
audits  in  FY85  through  FY87  has  resulted  in  collections  of  $132 
million  in  FY87  for  overpayments  and  other  inappropriate  payments. 

Perhaps  the  best  indicator  of  the  Department's  success  in  controlling  costs 
is  a  comparison  of  the  recent  average  annual  Medicaid  spending  growth  rate 
and  the  growth  rate  in  prior  years.  Medicaid  spending  increased  by  an 
average  of  just  7.6%  annually  over  the  pcriotl  TY83  through  FY87.  By 
comparison,  the  average  annual  rate  of  spending  growth  over  the  period 
FY74  to  FY82  was  10%.  Between  1983  and  1987,  total  national  health  care 
spending  increased  by  an  annual  average  of  8.6%,  while  the  national 
Medicaid  bill  grew  by  an  average  of  8.4%  annually. 
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GROWTH  IN  MHDTCAID  EXPENDITURES 


With    total    expenditures   for   the   Medicaid   program  in   FY88   projected   to   reach 

over    $1.5    billion,    Medicaid    is    the    largest    single  item    in    the    state's    budget. 

Indeed,  in  each  fiscal  year  since  the  early  1970's,  Medicaid  has  accounted  for 
between  13%  and  15%  of  the  total  state  budget. 

Total  expenditures  in  current  dollars,  the  most  common  indicator  of  Medicaid 
spending  growth,  suggest  that  Medicaid  spending  has  grown  less  than  national 
health  care  spending  or  national  Medicaid  costs. 

Although  growth  in  the  program  has  been  held  to  an  average  of  only  7.6% 
between  FY83  and  FY87,  as  compared  to  10%  growth  before  this  period  and 
8.6%  growth  in  national  health  care  costs,  even  this  rate  of  growth  can  mean 
over  $100  million  in  additional  costs.  Therefore,  expenditure  control  remains  a 
critical  component  of  the  Department's  Medicaid  strategy  and  is  discussed 
separately  in  more  depth  in  the  Special  Report  on  Medicaid  Savings  and 
Strategies  for  Managing  the  Medicaid  Program  sections  of  this  narrative.  The 
principal  causes  of  Medicaid  expenditure  growth  are  discussed  below. 
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TTie  Elderly  Population 

o  Growth  in  the  size  of  the  state's  elderly  population.  Advances  in  medical 
technology  and  a  declining  birth  rate  mean  a  significant  increase  in  both 
the  absolute  number  and  the  proportion  of  the  total  population  that  is 
elderly,  a  trend  that  will  intensify  over  the  next  SO  years.     Specifically: 

-  There  has  been  a  near  tripling  of  the  percentage  of  Americans  o^'er 
65  years  of  age  since  the  turn  of  the  century. 

-  The  oldest  segment  of  the  elderly  population  nationwide  has  grown  at 
an  even  greater  rate  —  the  aggregate  number  of  people  between  the 
ages  of  75  and  84  has  risen  to  twenty  times  its  turn-of-the-century 
level 

-  The  Massachusetts  elderly  population  has  aged  faster  than  the  rest  of 
the  nation.  In  1985,  about  13.4%  of  the  state's  population  was  65 
years  of  age  or  over,  compared  with  11.9%  of  the  population 
nationally. 

o    Increase    in    the    frailty    and    needs    of   elders    combined    with  a    decrease    in 

traditional    informal    long-term    care    supports.       The    increase  in    longevity    is 

accompanied  by  a  corresponding  increase  in  chronic  illnesses  and 
accompanying  functional  limitations: 

-  The  National  Center  for  Health  Statistics  found  that  about  80%  of 
those  over  65  years  of  age  have  at  least  one  chronic  condition,  and 
that  over  45%  of  these  people  suffer  related  activity  limitations. 
These  conditions  tend  to  worsen  with  age. 

-  Some  of  the  most  frequent  of  these  ailments  are  arthritis, 
hypertension,  Alzheimer's  Disease,  hearing  impairments,  and  heart 
conditions. 

These  chronic  ailments  require  attention  not  only  to  medical  problems,  but 
also  to  social  and  emotional  needs.  Historically,  families  and  friends  have 
provided  75%  to  80%  of  the  care  that  chronically  ill  and  disabled  elderly 
people  receive.  However,  while  the  number  of  frail  elders  has  grown,  the 
capacity  of  these  traditional  networks  has  diminished: 

-  Today's  smaller  families  have  fewer  children  available  to  provide 
informal  at-home  support 

-  Surviving  relatives  are  often  aging  themselves  and  nearing  retire- 
ment, which  reduces  their  physical  and  financial  capacity  to  help. 

o  Middle-income  elders  can  become  impoverished  bv  the  prohibitive  costs  of 
long-term  care.  Chronic  illness  can  financially  and  emotionally  devastate  an 
elderly  individual  and  his  or  her  family.  The  need  for  ongoing  health  and 
social  services  for  the  chronically  ill  can  impoverish  even  middle-income  in- 
dividuals, forcing  them  to  rely  on  public  assistance,  specifically  Medicaid. 
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o  Medicaid  is  overwhelmingly  the  paver  for  long-term  care  services. 
Currently,  Medicaid  pays  42%  of  the  national  nursing  home  bill.  In 
dramatic  contrast,  Medicare  pays  only  2%.  Private  insurers  pay  only  1%  of 
the  national  nursing  home  bill,  and  provide  minimal  coverage  of  non- 
institutional  long-term  care  services.  The  bulk  of  the  rest  of  nursing 
home  costs  are  paid  out  of  pocket  by  the  elderly  and  their  families.  In 
Massachusetts,  Medicaid's  penetration  in  the  nursing  home  market  is  even 
greater:  Medicaid  recipients  occupy  more  than  70%  of  the  Commonwealth's 
nursing  home  beds  and  close  to  the  same  proportion  of  its  chronic  hospital 
beds. 

o  Medicaid  resources  are  focused  on  institutional  care.  In  FY87,  the  Depart- 
ment spent  $668  million,  or  about  47%  of  the  Medicaid  budget  on  institu- 
tional services  for  the  elderly  and  disabled.  In  stark  contrast,  only  about 
$60  million,  or  4%  of  Medicaid  spending,  was  spent  for  community-based 
long-term  care  services.  Continued  overreliance  on  costly  institutional 
long-term  care  results  in  substantial  pressure  on  the  Medicaid  budget.  If 
appropriate  community-based  services  could  be  provided  to  elders  earlier, 
instutionalization  could  be  prevented  and  costs  reduced. 

o  The  Massachusetts  Medicaid  program  covers  a  larger  than  average 
proportion  of  the  state's  population.  While  nationally  55%  of  the  elderly 
are  SSI  eligible,  the  Massachusetts  SSI  program  includes  6.9%  of  the  state's 
elderly.  In  1985,  national  Medicaid  spending  on  the  elderly  would  average 
out  to  $495  per  elderly  member  of  the  population  aged  65  or  older.  The 
figure  for  Massachusetts  Medicaid  would  be  $740.  Thus  the  Department's 
efforts  to  guarantee  adequate  care  to  the  state's  elderly  through  expanded 
eligibility  and  more  benefit  coverage  has  significantly  contributed  to  the 
growth  of  Medicaid  costs. 

Provider  Rates  and  Cost-based  Reimbursement 

The  predominant  reimbursement  methodology  used  to  determine  Medicaid 
provider  reimbursement  is  cost  based.  This  type  of  system  reimburses  virtually 
all  costs  that  providers  incur  in  delivering  care  to  recipients.  This  system  has 
few,  if  any  incentives  to  contain  costs  or  to  promote  efficiency.  In  fact, 
because  future  reimbursement  rates  are  a  function  of  costs  incurred  in  an 
earlier  base  year,  providers  are  encouraged  to  spend  as  much  as  possible. 

One  example  of  this  system  is  nursing  home  reimbursement  where  homes 
receive  rate  adjustments  reflecting  their  actual  costs  up  to  two  years  after 
they  have  spent  the  money.  This  system  is  outmoded  and  costs  the 
Department  over  $40  million  annually.  In  FY89,  the  Department  will  implement 
prospective  reimbursement  for  nursing  homes,  which  will  reimburse  homes  up 
front  for  projected  costs,  forcing  them  to  stay  within  their  budgets. 

Increases  in  the  rates  paid  to  providers  between  FY87  and  FY88  alone  are 
estimated  to  result  in  additional  spending  of  approximately  $110  million. 
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The  Amount  of  Services  Used 

The  present  fee-for-service  system  gives  neither  providers  nor  recipients  an 
incentive  to  use  only  necessary  care  in  the  least  expensive  setting 
appropriate.  The  traditional  Medicaid  card  provides  a  Massachusetts  recipient 
with  essentially  unlimited  use  of  what  is  perhaps  the  nation's  most 
sophisticated  and  expensive  health  care  system: 

o  Recipients  and  providers,  neither  of  whom  have  any  fiscal  responsibility 
for  these  decisions,  decide  which  services  to  utilize  and  provide. 

o  The  fee-for-service  system  encourages  unnecessary  and  inappropriate 
utilization  —  providers  receive  greater  reimbursement  when  they  render 
more  services  of  higher  intensity. 

o  Less  than  10%  of  the  Medicaid  caseload  accounts  for  almost  half  of  all 
Medicaid  expenditures,  primarily  for  acute  hospital  services  and  nursing 
home  care. 

o  Indiscriminate  utilization  and  provision  of  services  has  an  adverse 
effect  on  continuity  of  care,  a  key  quality-of-care  indicator. 

The  Department  has  addressed  the  issue  of  adequate  and  appropriate 
utilization  of  health  care  services  through  programs  such  as  pre-admission 
screening,  utilization  review,  prior  approval  and  Health  Choices,  all  of  which 
are  described  later  in  this  narrative. 

Availability  of  Medicaid  Providers 

Most  of  the  state's  acute  and  chronic  hospitals,  pharmacies,  and  nursing 
homes  participate  in  the  Medicaid  program,  while  participation  levels  among 
other  provider  groups  vary.  The  Department  is  committed  to  ensuring  client 
access  to  all  necessary  services,  and  therefore  frequently  has  sought  to 
increase  participation  among  physicians,  dentists,  and  other  community-based 
providers  not  sufficiently  available  to  Medicaid  recipients  in  some  parts  of  the 
state.  Increased  participation  by  these  primary  care  providers  in  the 
community  and  greater  availability  of  primary  services  means  clients  use  more 
preventive  health  care  and  avoid  more  costly  acute  episodes.  Increased 
participation  by  institutional  providers  however,  will  result  in  increased  costs 
without  any  offsetting  savings.  For  instance,  the  nursing  home  bed  supply,  an 
important  factor  in  Medicaid  spending  (since  the  Department  pays  for  over  70% 
of  the  state's  nursing  home  beds),  had  been  essentially  stable  for  several  years 
but  is  now  increasing.  The  number  of  new  beds,  while  needed,  will  result  in  a 
projected  $11  million  in  new  Medicaid  spending  for  nursing  homes  in  FY88 
alone. 

Advances  m  Medical  Technology 

Technological  advances  —  including  the  development  of  more  refined 
diagnostic  equipment  (e.g.,  the  recent  development  of  nuclear  magnetic 
resonance  imaging),  the  marketing  of  new  and  expensive  drugs  and  the 
application  of  new  medical  procedures  —  have  resulted  in  longer  life 
expectancy  for  the  general  population,  particularly  for  severely  disabled 
children    and    for    chronically    ill    elderly    individuals.       These    services,    and    the 
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attendant  follow-up  care,  require  resources  beyond  the  means  of  even  affluent 
individuals.  Organ  transplants  provide  a  vivid  example  of  this  phenomenon.  A 
Department  of  Public  Health  Task  Force  report  projected  that  average  first 
year  medical  care  costs  for  an  individual  who  receives  a  liver  transplant  are 
$230,000.  Because  of  the  reluctance  of  other  insurers  to  fund  these 
procedures,  especially  while  they  are  still  experimental,  those  needing 
sophisticated,  long-term,  intensive  care  often  look  to  the  state  for  assistance. 
In  order  to  limit  the  disproportionate  impact  of  new  technology  on  the  state's 
already  limited  human  services  resources,  it  is  critical  that  these  extraordinary 
costs  be  shared  by  all  the  principal  payers  in  the  hospital  reimbursement 
system. 

In  response  to  the  upward  pressures  on  the  Medicaid  budget  described  above, 
the  Department  is  utilizing  a  management  approach  which  addresses  the 
impact  of  the  four  factors  on  each  Medicaid  provider  area.  This  approach 
includes  both  short-term  and  long-term  strategies  including: 

o    Implementing  the  Elderly  Choices  program; 

o    Maximizing  Medicare  and  other  third  party  liability  payments; 

o    Designing  new  reimbursement  models; 

o    Ensuring    appropriate    utilization    of    services    through    high    cost    case 

management,  pre-admission  screening,  and  other  programs;  and 
o    Redesigning  program   policy  to  keep  pace  with   improved  technology  while 

assuring  that  care  provided  is  cost  effective. 

These  strategies  are  described  in  depth  in  the  Strategies  for  Managing  the 
Medicaid  Program  section  which  follows,  and  in  the  Special  Report  on  Medicaid 
Savings.  Some  of  these  are  also  highlighted  in  the  descriptions  of  key 
Medicaid  services  which  appear  in  this  section. 
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STRATEGIES  FDR   MANAGING  THE  MEDICAID  PROGRAM 


Between  1983-1988,  the  Administration,  with  the  support  of  the  Legislature,  has 
implemented  a  number  of  successful  initiatives  to  expand  recipient  access  to 
health  care  services  as  well  as  improve  the  quality  of  those  services.  These 
initiatives  include: 

o  Increasing  Medicaid-only  income  eligibility  standards  to  cover  over 
4,400  more  working  poor  families; 

o    FTpanHing  eligibility  and  increasing  services  for  pregnant  women; 

o    Increasing  physician  participation,  in  part,  through  raising  rates; 

o  Developing  the  Kaleigh  Mulligan  Home  Care  program  for  disabled 
children; 

o    Implementing  the  Health  Choices  program; 

o    Expanding  coverage  to  children  up  to  100%  of  the  poverty  line;  and 

o  Placing  2,700  heavy  care  patients  from  acute  hospitals  to  more 
appropriate  care  in  nursing  homes. 

In  light  of  this  expansion,  ensuring  that  Medicaid  expenditures  are  for  services 
that  are  both  necessary  and  appropriate  are  critical  objectives  because: 

o  Even  though  a  7.6%  average  growth  rate  in  Medicaid  spending  between 
FY83  and  FY87  is  below  the  national  rate  of  growth  in  health  care 
spending  of  8.6%,  it  still  can  mean  over  $100  million  a  year  in  increased 
costs. 

o    Even   a  moderate   growth  rate   since  FY83  does  not   necessarily  mean   that 

existing  Medicaid    service    delivery    models  and    provider    practice    patterns 

provide  the    most    efficient    and    highest  quality    care    possible    to    our 
clients. 

o  A  number  of  critical  factors  exert  substantial  upward  pressure  on 
Medicaid  expenditures  including  increasing  provider  rates,  little  control 
over  service  utilization,  substantial  long-term  growth  in  the  elderly 
population,  and  expensive  advances  in  medical  technology.  These  require 
an  integrated  approach  to  controlling  Medicaid  spending. 

The  Department's  achievements  to  date  in  saving  almost  $300  million  and 
holding  growth  to  7.6%  a  year,  as  well  as  Medicaid  savings  strategies 
currently  being  implemented  or  planned,  are  discussed  in  detail  in  the  Special 
Report  on  Medicaid  Savings  later  in  this  narrative. 
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While  these  strategies  have  been  effective  in  achieving  savings,  in  FY87  the 
Department  embarked  upon  a  new  approach  to  managing  the  $1.5  billion 
Medicaid  program  and  controlling  unnecessary  and  inappropriate  expenditures. 
This  approach  began  with  the  development  of  an  agenda  of  coordinated 
initiatives  in  each  provider  area  of  the  Medicaid  program. 

Beginning    in    FY87,  the    Legislature    appropriated    funds    for    the    Medicaid 

program    separately  for    different    provider    types    within    Medicaid.        The 

Department  focused  management  attention  on  each  of  the  following  major 
provider  areas: 

o  Hospitals  (Acute  Inpatient,  Acute  Outpatient,  Chronic  and 
Rehabilitation); 

o  Nursing  Homes; 

o  Pharmacy  Services; 

o  Physician  Services; 

o  Dental  Services; 

o  Community  Based  Long-Term  Care; 

o  Mental  Health;  and 

o  Other  Non-Institutional  Services. 

In  conjunction  with  enhanced  management  information  and  reporting 
capabilities,  the  Department  developed  a  strategy  to  address  the  critical 
factors  exerting  pressure  on  each  of  the  major  provider  areas.  Three  major 
goals  are: 

o  Restructuring  previous  approaches  to  managing  the  Medicaid  program  so 
as  to  better  coordinate  program  and  reimbursement  policies  with  savings 
initiatives; 

o  Redirecting  the  emphasis  of  Medicaid  expenditure  control  from  managing 
a  savings  agenda  alone  to  managing  spending;  and 

o  Focusing  attention  on  fundamental  factors  exerting  upward  pressure  on 
Medicaid  expenditures  such  as  increasing  provider  rates,  and 
inappropriate  utilization  of  services. 

The  Department  recruited  a  number  of  provider  type  managers  who  have  a 
high  level  of  medical,  fiscal,  and  technical  expertise  to  combine  their 
specialized  knowledge  of  a  specific  provider  type  with  a  broad  overview  of 
Medicaid  and  the  health  care  industry.  Managers  are  held  accountable  for 
spending  goals  and  other  key  indicators  for  each  Medicaid  provider  group.  A 
similar  management  technique  has  worked  well  in  the  ET  and  Health  Choices 
programs,  and  in  reducing  the  error  rate  —  the  Department  holds  individual 
office  directors  accountable  for  their  office's  performance. 
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This  approach  to  Medicaid  savings  and  spending  should  produce  similar  results 
in  terms  of  both  controlling  Medicaid  spending  and  achieving  savings  goals.  In 
each  area  of  expertise,  a  manager  is  responsible  for  working  with  provider 
associations,  state  and  federal  agencies,  and  other  Department  staff  to: 

o    Produce    and    analyze    new    management    information    reports    that    identify 
problem  areas  and  pursue  strategies  to  address  them; 

o    Identify   and    analyze    major    policy   initiatives   with    particular    emphasis    on 
their  spending  and  savings  implications; 

o    Develop    new   strategies    for    expenditure    control    for    both    the    short    and 
long  term;  and 

o    Implement    policy,    program,    and    reimbursement    changes    to    ensure    cost- 
effective,  high  quality  health  care  for  Medicaid  recipients. 

As  the  Department  begins  the  second  year  of  this  new  approach  to  managing 
the  Medicaid  program,  several  major  expenditure  control  strategies  have  been 
identified  that  are  applicable  to  one  or  more  of  the  eight  provider  areas. 
Several  of  the  initiatives  have  already  been  implemented,  others  are  currently 
being  planned.  These  strategies  have  been  and  will  continue  to  be  designed  to 
improve  the  quality  of  health  care  services  delivered  to  Medicaid  recipients 
while  controlling  costs. 

A.  Selective  contracting  with  cost-effective  providers  for  specified  services, 
at  a  negotiated  price.  Contracts  the  Department  enters  into  can  take  two 
forms  —  volume  discounts,  where  one  or  more  providers  agree  to  provide 
services  at  a  lower  price  or  capitated  rate  in  exchange  for  a  guaranteed 
percentage  (and  in  some  cases,  all)  of  the  Department's  business  in  that 
area;  and  selective  contracts  where  the  Department  makes  a  special 
arrangement  with  one  or  more  providers  to  deliver  a  service  that  they 
would  not  normally  provide.  In  all  cases,  the  Department  will  assure  that 
selective  contracts  maintain  or  increase  recipient  access  to  services. 
Particular  areas  being  investigated  for  selective  contracting  include: 

o  Vision  care  products,  such  as  eyeglasses  to  be  purchased  from  a 
single  vendor  who  will  supply  frames  and  lenses  at  negotiated  unit 
costs  plus  an  administrative  fee. 

o  Dental  services  to  be  provided  bv  a  network  of  dentists  through  a 
capitated  risk-based  contract  underwritten  by  a  health  or  dental 
insurance  company. 

o    Nursing   homes   mav   enter   into   contracts  with  the   Department   to   care 

for    patients    with    heavy    care    needs    such  as    ventilator-dependent 

patients    who    would    otherwise    be    cared    for  in    expensive    acute    and 
chronic  hospitals. 

B.  TT^ing  fhe  state's  market  leverage  and  purchasing  power  to  secure  access 
to  services  that  were  previously  inaccessible  to  Medicaid  recipients,  as  well 
as  lower  costs  for  goods  and  services.  Examples  of  the  state  making 
better  use  of  its  purchasing  power  include: 
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o  The  Group  Insurance  Commission  (GIC)  requires  HMOs  with  contracts 
for  state  employee  health  insurance  to  contract  with  the  Department's 
Health  Choices  program  for  Medicaid  recipients. 

o  Occupancy  of  over  70%  of  the  state's  nursing  hOT1?  bffd*  by  Medicaid 
recipients,  in  addition  to  reimbursement  of  over  $600  million  a  year 
should  allow  the  Department  to  secure  critical  client  service  goals,  in 
addition  to  employment  of  graduates  of  the  Department's  ET  program. 

o  Medicaid  participation  by  almost  100%  of  the  state's  pharmacies 
provides  the  opportunity  to  manage  the  pharmacy  program  more 
effectively  by  securing  a  volume  discount  and  maximizing  the  use  of 
generic  substitutes. 

C.  Ipipletnynfinp  jpscjajgHl  utilization  review  to  identify  abuse  of  the  system 
or  inappropriate  delivery  of  services.  Reviews  can  be  done  prospectively, 
before  a  service  is  delivered;  concurrently,  while  a  recipient  is  receiving 
care;  or  retrospectively,  after  a  service  has  been  provided  and  billed  for. 
Specialized  reviews  of  services  provided  to  Medicaid  recipients  include: 

o  Pre-admission  screening  of  all  hospital  admissions  which  ensures  that 
a  treatment  or  procedure  is  necessary  and  appropriately  performed  on 
an  inpatient  basis. 

o  High  cost  case  management  of  expensive  hospital  stavs  which  will 
allow  some  patients  to  be  treated  in  less  intensive  settings  or  at 
home,  with  the  appropriate  medical  support. 

o  Provider  practice  pattern  reports  which  will  target  individual 
providers  such  as  physicians  and  pharmacies  that  exhibit  patterns  of 
treatment  different  from  of  their  peers. 

D.  pevelpping  «ew  reimbursement  methodologies  that  move  away  from  the 
cost-based  fee-for-service  system.  In  many  cases,  this  system  provides 
incentives  for  providers  to  deliver  more  intensive  care  than  is  necessary, 
since  they  are  reimbursed  for  all  costs  they  incur.  New  methodologies 
being  developed  include: 

o    Capitated    models    for    mental    health    care    provided  to    high    cost 

populations    such    as    the    chronically    mentally    ill,  would    lower 

Department    costs,    while    allowing    more    treatment  flexibility    for 
providers  such  as  mental  health  clinics. 

o  Prospective  reimbursement  in  nursing  homes  which  would  more 
accurately  tie  reimbursement  to  the  level  of  patient  care  need  and 
will  eliminate  substantial  nursing  home  retroactive  rate  payments  paid 
two  to  three  years  after  care  is  delivered. 

o  Capitated  risk-based  contracts  for  dental  services  will  ensure  greater 
access  to  dentists,  as  well  as  refocusing  the  dental  program  from  a 
primarily  restorative  one  to  one  which  emphasizes  cost-effective 
prevention. 


239 


E.  Identifying  and  pursuing  thWA  party  liabilities  fTPU  for  health  care 
services  will  assure  that  Medicaid  is,  as  mandated  by  federal  law,  the 
payer  of  last  resort     TPL  strategies  being  pursued  or  planned  include: 

o  Medicare  and  Medex  coverage  of  ancillary  charges  such  as  pharmacy, 
radiology,  and  laboratory  services  provided  to  dually  entitled  patients 
in  chronic  hospitals. 

o  Reimbursement  for  Medicare  and  Medex  covered  periods  of  skilled 
BUfS'Pg  f^re  in  nursing  homes. 

o  Preparation  of  a  potential  lawsuit  against  the  federal  Health  Care 
Financing  Administration  for  a  *ignifir*nf  increase  in  home  health 
care  denials  which  result  in  costs  shifted  to  Medicaid 

F.  Developing  new  service  delivery  systems  that  offer  alternatives  to 
institutional  placement  and  care.  These  achieve  program  savings  while  also 
providing  more  appropriate  care  for  recipients.  Examples  of  alternative 
care  models  are  listed  below: 

o  Communitv-based  long-term  care  services  such  as  home  health,  adult 
day  health,  and  private  duty  nursing  care  which  allow  elderly  and 
disabled  recipients  (including  severely  disabled  children)  to  be  cared 
for  at  home  instead  of  in  costly  nursing  homes  and  chronic  hospitals. 

o  Managed  care  programs  through  Health  Choices  which  provide 
coordinated  and  preventive  care  to  families,  and  some  disabled 
recipients,  in  many  cases  avoiding  expensive  hospital  outpatient 
department  and  emergency  room  visits  and  inpatient  admissions. 

o  The  On-Lok  model  of  capitated  long-term  care  in  the  community. 
This  San  Francisco  model  will  be  replicated  at  the  East  Boston 
Neighborhood  Health  Center  pooling  Medicaid,  Medicare,  and  client 
funds  to  offer  a  continuum  of  care,  including  nursing  home  care  if 
needed  for  frail  elders. 

G.  PfA^igmng  existing  programs  through  Department  regulations  to  be  more 
consistent  with  current  health  care  and  management  practices  and  recipient 
needs.  The  health  care  field  is  constantly  changing,  as  new  technologies 
and  practices  that  provide  more  effective  results  and  sometimes  less  costly 
long-run  treatment  are  developed.  The  Department  is  keeping  pace  with 
these  changes  by: 

o  Including  new,  more  effective  drugs  that  more  successfully  treat 
illness,  and  in  some  cases  prevent  the  need  to  hospitalize  patients; 

o  Providing  reimbursement  for  more  communitv-based  care,  such  as  the 
personal  emergency  response  system,  as  the  health  care  delivery 
system  moves  away  from  institutionally  based  care  whenever  possible; 
and 

o  Developing  a  global  delivery  fee  and  intermediate  length  office  visit 
to  help  provide  a  positive  incentive  for  good  physician  treatment 
practices. 
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MAJOR  EXPENDITURE  FACTORS 

The    following    section    provides    detailed    information    on    Medicaid    expenditure 
factors: 

o    Caseload  trends  and  program  eligibility 

o    Utilization  and  service  delivery 

o    Provider  rates  and  reimbursement. 
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CASELOAD  AND  FIJGIBILITY 


The  Massachusetts  Medicaid  program  provided  medical  coverage  to  an  average 
of  446,600  low-income  individuals,  or  269,500  cases,  per  month  in  the  first  half 
of  FY88.  Over  two  thirds  of  these  cases  also  receive  other  forms  of  cash 
assistance.  The  remaining  cases  receive  Medicaid  coverage  because  their 
income  and  resources  are  insufficient  to  meet  their  medical  needs.  Although 
in  FY87  the  elderly  represented  only  one-fifth  of  those  served  by  Medicaid, 
half  of  the  Medicaid  budget  was  spent  on  services  for  them. 


WHILE  FAMILIES  REPRESENT  65*  OF 
MEDICAID  RECIPIENTS... 


Elderly — 20* 

.Disabled — 15* 

Elderly — 5058 


Families — 25* 
Families — 65* 

MEDICAID  RECIPIENTS  MEDICAID  EXPENDITURES 


THEY  ACCOUNT  FOR  ONLY  25*  OF 
MEDICAID  DOLLARS 


Since  FY83,  Medicaid  eligibility  has  been  expanded  significantly: 

o    Medicaid  eligibility  standards  for  a  family  of  4  have  increased  91%. 
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THE  MEDICAID  STANDARD  FOR  INDIVIDUALS 

HAS  INCREASED  TO  2% 

ABOVE  THE  FEDERAL  POVERTY  LINE 
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o  The  Medicaid  income  standard  for  individuals  has  increased  from  21% 
below  the  federal  poverty  line  to  2%  above  it. 

o  Income  eligibility  standards  for  children  up  to  2  years  old  have  been 
raised  to  100%  of  the  federal  poverty  line. 

o  Massachusetts  has  adopted  all  of  the  federal  options  to  expand  eligibility 
for  critical  health  services  to  pregnant  women,  including  increasing 
income  eligibility  standards  to  100%  of  the  federal  poverty  line. 

o  In  November  1987,  the  Department  began  a  new  program  to  provide 
Medicaid  eligibility  and  services  to  severely  disabled  children  being  cared 
for  at  home. 
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CASELOAD  CATEGQttTFS 

The    Medicaid    caseload    consists    of   two    groups    of   recipients:      the    categorically 
needy  and  the  medically  needy. 

o  The  categorically  needy  receive  cash  assistance  from  either  the  Aid  to 
Families  with  Dependent  Children  (AFDC)  program,  the  Supplemental 
Security  Income  (SSI)  program,  or  the  Refugee  Resettlement  program.  In 
the  first  half  of  FY88,  the  average  monthly  caseload  in  this  category  was 
about  194,400;  the  average  number  of  recipients  each  month  in  this  group 
was  about  346,500. 

o  The  medically  needy,  sometimes  called  "Medicaid-only"  recipients,  are 
individuals  and  families  who  do  not  receive  cash  assistance,  but  whose 
income  and  resources  are  insufficient  to  meet  their  medical  needs. 
Massachusetts  is  one  of  36  states  that  has  an  optional  program  serving  the 
medically  needy.  In  the  first  half  of  FY88,  the  average  monthly  caseload  of 
the  medically  needy  was  about  75,100  cases.  The  average  monthly  number 
of  recipients  for  this  group  was  approximately  100,100. 


FY88 

MEDICAID  CASELOAD  COMPOSITION 

%  of 
Recipients 

Eligibility 

Average 
Monthly 
Caseload 

%  of 
Caseload 

Average 

Monthly 

Recipients 

Categorical 

194,400 

72% 

346,500 

78% 

Medically  Needy 

75.1QQ 

2$% 

100.100 

22% 

Total 

269,500 

100% 

446,600 

100% 
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Categorically  Needy  Caseload 

o  AFDC  Recipients.  Approximately  85,500  AFDC  families  received  Medicaid 
coverage  in  the  first  half  of  FY88.  (Approximately  600-700  of  these 
families  are  ineligible  for  the  federal  AFDC  program  and  receive  AFDC- 
level  benefits  funded  at  100%  state  expense.)  As  an  employment  incentive, 
the  Department  also  extends  Medicaid  coverage  for  four  months  for  families 
who  leave  the  AFDC  caseload  when  they  become  employed.  In  addition, 
these  families  may  opt  to  receive  one  year  of  managed  care  through  the 
Health  Choices  program.  The  average  annual  Medicaid  cost  per  AFDC  case 
(about  3  people)  in  FY88  is  estimated  to  be  $3,500.  The  services  most  used 
by  AFDC  families  are  physician  care  and  acute  hospital  care,  as  shown 
below. 


SERVICES  USED  BY  AFDC  FAMILIES 


Outpatient  Hospital — 24* 


Inpatient  Hospital — 38* 


Other  Services — 15* 


Physician — 13* 


Mental  Health — 5* 
Pharmacy — 685 


FY87  Distribution 
of  Expenditures 
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SSI  Recipients.  95%  of  SSI  recipients  reside  in  the  community  and  5% 
reside  in  nursing  homes  or  chronic  and  rehabilitation  hospitals.  In  the  first 
half  of  FY88,  a  monthly  average  of  108,900  individuals  were  entitled  to 
Medicaid  through  the  SSI-Aged  and  SSI-Disabled  programs.  The  SSI- 
Disabled  portion  of  the  caseload  increased  significantly  in  FY87  (52%)  due 
in  part  to  broader  federal  definitions  of  disability  and  increased  General 
Relief  to  SSI  conversions.  These  trends  are  expected  to  continue  in  FY88 
and  FY89.  The  majority  of  expenditures  for  SSI  recipients  are  for 
inpatient  hospital  services,  pharmacy  services,  and  long-term  care  such  as 
chronic  hospitals  and  nursing  homes,  as  shown  below. 


SERVICES  USED  BY  SSI  RECIPIENTS 


■riPl/'li  '  '  J?88""!...   Acute  Hospital  —  33% 
Nursing  Home — 17%/^      ••..•    ^^^"^zSjLjI^^l 


Chronic  Hospital — 9*'^^^^:|x|xj/ v.rSA  / 

X:::::::^:::^/-'-'-'--BoOi  y'    Other  Services — 18% 

Pharmacy — 10%  ^«ii/*'v/!v!vv^^^'^ 

Home  Health — 7%  Mental  Health — 6% 

FY87  Distribution 
of  Expenditures 


o  Refugee  Resettlement  Program  fRRPl  In  addition  to  AFDC  and  SSI,  the 
Department  provides  Medicaid  benefits  to  an  average  of  2,200  refugees 
annually.  Both  the  cash  assistance  and  medical  benefits  provided  through 
this  program  are  fully  federally  funded. 
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frfp^fTy  Needy  (Medkaid-OnM  Caseload 

The  Medicaid-only  program  provides  Medicaid  benefits  to  individuals  and 
families  whose  income  and  resources  make  them  ineligible  for  cash  assistance 
but  are  nevertheless  insufficient  to  meet  their  medical  needs.  Approximately 
one-half  of  the  medically  needy  caseload  consists  of  poor  families  and 
individuals  whose  income  and  resources  are  within  prescribed  eligibility  limits. 
The  other  half  consists  of  families  and  individuals  whose  meu.cal  expenses 
bring  them  under  these  eligibility  limits.  These  so-called  "spend-down"  cases 
incur  expenses  that  reduce  their  income  below  the  applicable  medically  needy 
income  standard.  Individuals  who  are  considered  medically  needy  are 
classified  into  four  separate  groups  according  to  their  age,  disability,  and 
family  composition.     These  categories  are: 

o  Medicaid-Old  Age  Assistance  (for  the  elderly); 

o  Medicaid-Disabled  (for  the  disabled); 

o  Medicaid-AFDC  (for  families);  and 

o  Medicaid-Under  21  (for  children). 

o  Medicaid-Old  Age  Assistance  (MA-OAA).  Individuals  who  qualify  for  MA- 
OAA  are  at  least  65  years  old.  MA-OAA  recipients  constitute  the  largest 
portion  of  the  medically  needy  program,  in  terms  of  both  caseload  and 
expenditures.  The  average  monthly  MA-OAA  caseload  for  the  first  half  of 
FY88  was  about  40,500.  This  represents  only  15%  of  the  total  Medicaid 
caseload  but,  because  a  large  proportion  receives  costly  long-term 
institutional  care,  40%  of  the  Medicaid  budget  (or  about  $573  million  in 
FY87)  is  spent  for  services  provided  to  them.  The  average  length  of  stay 
on  Medicaid  for  MA-OAA  recipients  is  just  over  three  years.  Their  length 
of  stay  is  short  not  because  they  become  ineligible,  but  because  they  are 
usually  in  nursing  homes  at  the  end  of  their  lives. 

-  Long-Term  Care  Recipients.  In  the  first  half  of  FY88,  approximately 
76%  of  the  recipients  on  the  MA-OAA  caseload,  or  31,000  people, 
resided  in  institutions  such  as  nursing  homes  and  chronic  and 
rehabilitation  hospitals.  For  many  recipients,  Medicaid  is  the  payer  of 
last  resort  when  nursing  home  care  has  exhausted  their  resources. 
Some  of  these  individuals  would  prefer  to  live  in  the  community,  but 
could  not  qualify  for  Medicaid  unless  they  moved  into  a  nursing  home. 
The  large  proportion  of  recipients  receiving  institutional  long-term  care, 
principally  in  nursing  homes,  explains  the  high  average  cost  per  MA-OAA 
case,  which  in  FY88  will  be  an  estimated  $15,200  per  year. 

There  is  no  maximum  income  limit  on  Medicaid  eligibility  for  institu- 
tionalized individuals.  Each  month,  all  of  their  income  except  a  $65 
personal  needs  allowance  is  contributed  to  the  cost  of  institutional  care 
before  Medicaid  pays  the  difference.  Almost  all  Medicaid  recipients  in 
institutional  long-term  care  settings  have  monthly  incomes  in  excess  of 
the  personal  needs  allowance,  often  from  social  security  or  pensions.  On 
average,  recipients  contribute  about  $450  per  month  (or  $5,400  annually) 
toward  the  cost  of  their  care.  So,  while  total  care  costs  average  almost 
$22,000  a  year,  Medicaid  pays  about  $16,000. 
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-  Community  Care  Recipients.  In  the  first  half  of  FY88,  an  average  of 
approximately  9,600  recipients  (or  24%)  on  the  MA-OAA  caseload  each 
month  resided  in  the  community.  While  most  of  these  recipients  had 
income  within  the  MA-only  eligibility  limits,  about  780  were  "spend- 
down"  cases  each  month. 

There  is  a  significant  difference  between  spend-down  clients  who  reside 
in  institutional  long-term  care  settings  and  those  who  reside  in  the 
community.  Specifically,  institutional  long-term  care  recipients 
contribute  all  monthly  income  beyond  the  $65  personal  needs  allowance 
toward  the  cost  of  their  care,  while  community  recipients  must  incur 
excessive  medical  bills  over  a  six-month  period  before  they  can  become 
eligible  for  Medicaid  benefits.  For  example,  the  Medicaid  eligibility 
standard  for  an  individual  in  the  community  is  $469  per  month.  If  an 
individual's  net  income  is  $769  each  month,  he  or  she  is  required  to 
incur  $300  in  medical  expenses  each  month  for  6  months  in  order  to  be 
eligible  for  Medicaid.  Any  medical  bill  over  the  total  of  $1,800  (or  $300 
a  month  for  6  months)  will  be  paid  by  Medicaid.  In  this  way,  an 
individual  spends  down  to  the  Medicaid  eligibility  limit.  The  purpose  of 
spend-down  is  to  allow  applicants  whose  income  is  over  the  eligibility 
standard,  but  who  have  consistently  high  medical  bills,  to  receive 
Medicaid  coverage. 

-  The  Pickle  Amendment.  Included  in  the  MA-OAA  caseload  are  about 
4,000  former  SSI  recipients  who  qualify  for  Medicaid  benefits  under  the 
1977  Pickle  Amendment  to  the  Social  Security  Act.  These  are  former 
SSI  recipients  who  also  had  Social  Security  income,  and  whose  Social 
Security  cost-of-living  increases  made  them  ineligible  for  SSI.  The 
Pickle  Amendment  allows  them  to  continue  to  receive  Medicaid  benefits. 

o  Medicaid-Disabled  (MA-DAY  In  the  first  half  of  FY88,  a  monthly  average 
of  11,100  disabled  individuals  received  MA-DA  coverage.  like  the  SSI- 
Disabled  category,  there  were  significant  increases  (14%)  in  the  MA-DA 
caseload  in  FY87.  Part  of  these  increases  are  due  to  the  MAOA  court 
decision,  described  below.  To  qualify  for  MA-DA,  individuals  must  be 
unable  to  work  as  a  result  of  a  medically  determined  physical  or  mental 
impairment,  and  the  disability  must  be  expected  to  last  at  least  12  months. 
Because  disability  determination  is  a  complex  process,  requiring  specialized 
expertise,  the  Department  has  proposed  that  the  Massachusetts 
Rehabilitation  Commission  conduct  disability  determinations  and  redeter- 
minations for  this  population  in  the  second  half  of  FY88. 

The  relatively  high  average  FY88  annual  cost  per  MA-DA  case,  $13,200,  is  a 
function  of  the  high  proportion  of  individuals  who  receive  care  in 
institutional  long-term  care  facilities.  The  average  length  of  stay  on  the 
Medicaid  caseload  for  MA-DA  recipients  is  almost  three  years. 

-  Long-Term  Care  Recipients.  In  the  first  half  of  FY88,  approximately 
4,200  MA-DA  recipients  resided  in  long-term  care  facilities  including 
nursing  homes,  chronic  and  rehabilitation  hospitals,  and  state  schools  for 
the  mentally  retarded. 
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Of  the  recipients  receiving  institutional  care,  about  91%  are  spend-down 
cases  and  contribute  their  monthly  income  in  excess  of  the  $65  personal 
needs  allowance  toward  the  cost  of  their  care.  The  remaining  9%  have 
no  income  or  have  income  below  the  income  standard  The  average 
monthly  recipient  contribution  is  about  $340  a  month,  or  $4,100  annually. 
Medicaid  pays  the  remaining  cost  of  their  care,  approximately  $17,400 
each  year. 

-  Community  Care  Recipients.  In  the  first  half  of  FY88,  approximately 
6,900  MA-DA  recipients  resided  in  the  community.  While  most  of  these 
recipients  had  income  and  resources  within  the  prescribed  Medicaid-onh/ 
eligibility  limits,  about  530  recipients  were  spend-down  cases,  who 
incurred  medical  bills  equal  to  the  value  of  their  excess  income  before 
becoming  eligible  for  Medicaid. 

-  The  fickle.  Amendment.  Like  MA-OAA,  the  MA-DA  program  also 
includes  some  former  SSI  recipients  (approximately  1,000)  who  qualify 
for  Medicaid  under  the  Pickle  Amendment. 

Medicaid-AFDC  fMA-AFDCV  Most  MA-AFDC  cases  are  low-income 
single-parent  families,  or  families  with  one  or  both  parents  unemployed  or 
incapacitated.  During  the  first  half  of  FY88,  the  caseload  averaged  13,200 
cases,  with  the  number  of  individuals  averaging  35,000.  MA-AFDC  cases 
have  characteristics  identical  to  their  counterparts  on  AFDC,  except  that 
their  income  and  resources  are  slightly  too  high  for  them  to  qualify  for 
cash  assistance. 

A  substantial  portion  of  the  MA-AFDC  caseload  includes  cases  that,  as  a 
result  of  the  federal  Omnibus  Budget  Reconciliation  Act  of  1981,  are  no 
longer  eligible  for  cash  assistance  under  the  AFDC  program.  Among  these 
cases  are  single-parent  families  with  children  18  to  21  years  of  age,  and 
many  working  poor  families. 

Compared  to  the  elderly  and  disabled  individuals  on  the  MA-only  caseload, 
the  average  cost  per  MA-AFDC  case,  estimated  to  be  about  $3,100  per 
year  in  FY88,  is  low.  Less  than  1%  of  the  MA-AFDC  caseload  use 
institutional  long-term  care  services.  The  families  and  children  on  MA- 
AFDC  generally  use  Medicaid  infrequently  to  pay  for  routine,  preventive, 
and  emergency  medical  services.  The  average  length  of  stay  is  only  seven 
months. 

Medicaid-Under  21  (MA-Under  21V  This  category  consists  primarily  of 
children  of  low-income,  two-parent  families  whose  income  and  assets  are 
below  the  Medicaid  income  standard.  In  the  first  half  of  FY88,  the  MA- 
Under  21  caseload  averaged  10,300  cases,  or  about  13,500  individuals. 
MA-Under  21  recipients  include  the  children  of  some  working  poor  parents 
who  do  not  receive  other  cash  assistance.  About  15%  of  MA-Under  21 
recipients  live  in  households  that  receive  cash  assistance  from  the  General 
Relief  program.  Most  (75%)  MA-Under  21  cases  remain  on  the  caseload  for 
one  year  or  less.     The  average  length  of  stay  is  10  months. 
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CASELOAD  TRENDS 

A.  FYB3  -  FY88 

As  the  following  graph  shows,  the  total  Medicaid  caseload  declined  steadily 
between  FY80  and  FYS3  due  to  federal  cuts  in  AFDC  and  Medicaid,  and 
remained  stable  until  FY86.  The  increase  that  began  in  FY86  is  due  in 
large  part  to  a  court  decision  in  a  suit  brought  by  the  Massachusetts 
Association  for  Older  Americans  (MAOA)  on  behalf  of  categorically  eligible 
recipients,  requiring  that  they  be  transferred  into  MA-only  categories  when 
they  became  ineligible  for  AFDC  or  SSI. 

The  following  section  provides  a  summary  of  the  major  factors  that  have 
shaped  and  will  continue  to  influence  the  level  of  the  Medicaid  caseload. 

o  Low  Income  Standards  and  Federal  OBRA  Cuts.  In  1983,  because  income 
eligibility  standards  had  not  been  increased  to  reflect  increases  in  the 
cost  of  living,  the  Medicaid-only  income  standard  was  21%  below  the 
federal  poverty  standard  for  individuals,  and  35%  below  the  poverty 
standard  for  families  of  three.  Restrictive  provisions  of  the  federal 
Omnibus  Budget  Reconciliation  Act  (OBRA)  of  1981  lowered  the 
maximum  age  of  a  dependent  from  21  to  18  years  and  reduced  the 
amount  of  earned  income  a  family  could  retain.  Combined  with  already 
low  standards,  these  provisions  caused  the  Medicaid-only  caseload  to 
decrease  by  14,000  cases,  or  18%,  between  1975  and  1983. 

o  MAOA  Court  Case.  The  MAOA  court  decision,  first  effective  in  Jury 
1983,  requires  that  in  cases  where  recipients  lose  their  AFDC  or  SSI 
cash  benefits  due  to  excess  income,  the  Department  continue  Medicaid 
benefits  until  a  separate  redetermination  of  eligibility  for  Medicaid  is 
made.  It  is  estimated  that  the  steady  addition  of  MAOA  cases  raised 
the  FY84  MA-only  average  monthly  caseload  by  10%,  from  62,800  in 
FY83  to  69,500  in  FY84. 

In  mid-September  1984,  the  Department  established  a  centralized  unit 
designed  to  expedite  the  redetermination  of  MAOA  cases.  The  caseload 
declined  significantly  in  the  second  quarter  of  FY85,  indicating  that  the 
MAOA  backlog  of  ineligible  cases  had  been  removed.  However,  in 
December  1985,  a  federal  court  found  the  Department's  expedited 
determination  process  to  be  in  contempt  of  the  original  1983  order 
because  the  procedures  were  viewed  as  placing  too  large  a  burden  upon 
the  recipient.  As  a  result  of  this  second  court  decision,  the  Department 
discontinued  the  expedited  redetermination  process  in  March  1986.  By 
FY87,  the  addition  of  MAOA  cases  had  contributed  an  increase  of  7,200 
cases  in  the  AFDC-related  categories. 
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AVERAGE  MEDICAID  CASELOAD 
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In  FY87,  the  Department  worked  with  the  plaintiffs  in  the  case  to 
design  a  process  that  would  be  in  compliance  with  the  court  decision. 
In  June  1987,  the  Department  resumed  a  revised  redetermination  process 
for  these  cases.  This  process  should  continue  to  decrease  the  caseload 
in  FY88  of  ineligible  cases  in  both  the  Medicaid-AFDC  and  Medicaid- 
Under  21  categories. 


Medicaid-Only  Caseload 
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An  additional  IS  months  of  Medicaid  coverage.  This  was  extended  in 
FY86  to  about  1,000  families  who  would  have  become  ineligible  for  AFDC 
due  to  a  federal  Omnibus  Budget  Reconciliation  Act  eligibility  policy 
change.  A  nine-month  extension  was  required  by  the  federal  Deficit 
Reduction  Act  of  1984;  the  Commonwealth  then  chose  to  extend  the 
benefit  by  an  additional  6  months,  to  IS  months. 

A  legislative  initiative  raising  the  Medicaid-onlv  income  standard  for 
cases  of  one  person  in  FY86.  By  making  it  equal  to  the  SSI  payment 
standard  for  disabled  individuals  living  alone  in  the  community,  the 
monthly  income  standard  was  raised  24%  in  July  198S  and  another  10% 
in  January  1986,  as  a  result  of  the  SSI  cost-of-living  increase. 
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An  80%  increase  in  income  standards  for  families.  Since  FY83, 
Medicaid-only  income  standards  have  increased  an  average  of  80%  for 
families  of  two  or  more.  This  increase  is  the  result  of  increases  in  the 
AFDC  payment  standard,  the  rent  allowance,  and  Medicaid-only  income 
standards.  For  families  of  four,  these  increases  have  resulted  in  an 
income  eligibility  standard  that  is  91%  higher  in  FY88  than  in  FY83. 
Over  time,  the  higher  Medicaid  income  standards  have  allowed  over  4,400 
more  families  and  children  to  receive  Medicaid  In  FY87,  the  Medicaid 
standard  was  increased  to  its  federal  maximum:  133  1/3%  of  the 
corresponding  AFDC  payment  standard.  This  means  that  all  future 
increases  in  the  AFDC  standard  will  result  in  an  equal  increase  in  the 
Medicaid-only  standards. 


Medicaid-Onry 
FJigibilitY  Standards 

Family 

Size 

Jury 

FY83 

Jury 
FY88 

Increase 

2 

$425 

$616 

+45% 

3 

435 

733 

+69% 

4 

445 

850 

+  91% 

5 

510 

966 

+89% 

Each  Additional 
Individual 

$66 

$125 

+89% 

Haley  Court  Decision.  The  Massachusetts  Supreme  Judicial  Court  ruled 
that  the  Department  must  implement  a  more  liberal  "spend-down"  policy 
that  would  enable  individuals  and  families  to  qualify  for  Medicaid  by 
offsetting  excess  assets  (the  spend-down  amount)  with  incurred  medical 
bills. 

Under  an  asset  reduction  policy,  Medicaid  coverage  could  be  retroactive 
for  three  months  prior  to  the  date  the  applicant  applies  for  Medicaid, 
either  through  the  payment  of  medical  bills  or  through  an  otherwise 
legal  reduction  of  assets.  Although  this  policy  is  not  expected  to 
increase  the  caseload  significantly,  it  will  allow  Medicaid  payment  for 
earlier  costs  —  up  to  three  months  prior  to  the  date  of  application. 
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MEDICAID  STANDARDS  FOR  PREGNANT  WOMEN 
AS  A  PERCENT  OF  THE  FEDERAL  POVERTY  LINE 

FY83  VS.  FY87 
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Eligibility  for  pregnant  women  expanded.  The  federal  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985  (COBRA)  allowed  states  to 
increase  the  income  standard  for  pregnant  women  by  counting  the  size 
of  the  family  as  if  the  child  were  born  and  living  with  the  family.  This 
allowed  an  estimated  300  more  women  to  qualify  for  Medicaid  coverage 
of  their  perinatal  care.  In  FY87,  the  federal  Sixth  Omnibus  Budget 
Reconciliation  Act  of  1986  (SOBRA)  allowed  states  to  increase  the 
eligibility  standards  for  pregnant  women  and  children  to  100%  of  the 
federal  poverty  line.  This  provision  is  estimated  to  allow  650  women 
and  approximately  800  children  up  to  age  two  to  receive  Medicaid 
coverage. 
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Oiatipp.  in  Medicaid  Caseload.  FY83  -  FY87 


Medicaid  Category 

SSI-Elderly 

AFDC 

SSI-Disabled 

MA-Elderly 

MA-AFDC 

MA-Disabled 

MA-Under  21 

TOTAL 


FY83 

54,739 

91355 

49,152 

39,595 

7,830 

7,521 

7.917 

258,109 


FY87* 

%  Chanf 

50,434 

(7.9%) 

85,162** 

(6.8%) 

57,481 

16.9% 

39,895 

0.8% 

14343 

832% 

10,042 

33.5% 

1L553 

45.9% 

268,910 


42% 


•Medicaid-only  totals  include  MAOA  cases 
•♦Includes  approximately  600  to  700  state-funded  cases. 


B.  FY89  Project  Qsdoad 

The  Department  projects  that  the  Medicaid  caseload  will  increase  slightly 
(0.7%)  in  FY89.  The  table  below  indicates  the  percentage  change  in 
caseload  from  the  previous  fiscal  year  for  each  category  of  assistance. 

The  most  significant  increase  in  the  Medicaid  caseload  is  expected  to  be  in 
the  disabled  categories.  These  increases  are  primarily  due  to  broadened 
definitions  of  disability  and  conversions  from  General  Relief  to  SSI.  The 
reductions  in  MA-AFDC  and  MA-Under  21  reflect  the  redetermination  of 
ineligible  MAOA  cases  in  FY88. 


Proiected  FY89  Medicaid  Caseload  bv  Cateeorv  of  Assistance 

Cfrfegory 

Projected  Average 
FY88  Caseload 

Projected  Average 
FY89  Caseload 

%  Change 

SSI-Old  Age 

SSI-Disabled 

AFDC 

MA-Old  Age 

MA-Disabled 

MA-AFDC 

MA-Under  21 

48,600 

61,100 

85,800* 

41200 

11300 

12,400 

10.900 

47,000 

64,900 

86200* 

41300 

12,000 

11,000 

10.800 

(33%) 
62% 
0.4% 
0.4% 
62% 
(113%) 

n.3%^ 

Total 

271300 

273200 

0.7% 

•Includes  approximately  600  to  700  state-funded  cases. 
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UTILIZATION  AND  SFRVtrF  nFIJVKRV 


The  level  of  Medicaid  spending  is  largely  influenced  by  the  amount  and  inten- 
sity of  health  care  services  each  recipient  uses. 

Utilization  is  determined  by  both  providers  (their  availability  and  patterns  of 
practicing  medicine)  and  recipients  (the  type  of  provider  or  intensity  of 
services  they  use).  As  shown  in  the  chart  below,  utilization  of  services  is  not 
distributed  evenly  within  recipient  groups: 

o  Almost  85%  of  all  Medicaid  expenditures  for  the  aped  are  for  long-term 
care.  Because  long-term  care  services  are  among  the  most  resource- 
intensive  services  provided,  expenditures  for  elderly  recipients  account 
for  as  much  as  50%  ($700  million  in  FY87)  of  the  total  Medicaid  budget, 
even  though  the  elderly  represent  only  20%  of  total  Medicaid  recipients. 

o  In  FY87,  almost  25%  (or  $76  million)  of  expenditures  for  services 
provided  to  families  and  children  were  for  acute  hospital  outpatient 
departments,  suggesting  that  hospital  services  may  be  inappropriately 
used  for  the  routine  care  that  families  most  need. 


DISTRIBUTION  OF  EXPENDITURES 
BY  TYPE  OF  RECIPIENT 
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MEASURING  RECIPIENT  UTILIZATION 

There  are  two  commonly  used  measures  of  recipient  utilization  costs:  the 
average  cost  per  case  and  the  median  cost  per  case.  The  average  cost  per 
case  is  the  most  commonly  used  measure  of  the  value  of  the  medical  benefits 
Medicaid  families  and  individuals  receive.  The  average  cost  is  the  best 
representation  of  the  actual  cost  to  the  Department  of  providing  Medicaid 
benefits  to  a  group  of  recipients.  Because  an  average  can  be  affected  by 
extremely  high  expenses  for  a  few  cases,  however,  it  does  not  necessarily 
measure  the  services  provided  to  a  "typical"  individual  Medicaid  recipient.  The 
median  cost  per  case  places  less  emphasis  on  the  small  number  of  high-cost 
cases,  although  it  under-represents  the  total  cost  to  the  Department  of  provid- 
ing medical  benefits. 

The  average  and  median  cost  per  case  vary  widely  within  and  among  the 
categories  of  assistance.  The  characteristics  of  the  cases  in  each  category 
(age,  family  composition,  and  medical  needs),  help  explain  these  cost 
variations: 

o  Not  all  recipients  use  medical  services  each  month:  monthly  Medicaid 
utilization  rates  for  families  and  children  range  from  40%  to  60%,  while 
rates  for  elderly  and  disabled  recipients  on  Supplemental  Security  Income 
range  from  70%  to  80%,  and  rates  for  elderly  and  disabled  on  Medicaid- 
only  range  from  80%  to  100%. 

o  The  average  annual  Medicaid  costs  per  elderly  ($15,200)  and  disabled 
($13,200)  recipient  on  the  Medicaid-only  caseload  are  considerably  higher 
than  those  of  the  other  categories.  By  comparison,  the  average  annual 
Medicaid  costs  per  SSI-eligible  elderly  and  disabled  recipient  are  $2,700 
and  $5,500,  respectively.  This  dramatic  difference  is  the  result  of  fewer 
SSI  cases  than  Medicaid-only  cases  residing  in  long-term  care 
institutions,  such  as  nursing  homes. 

o  The  average  annual  cost  per  case  for  AFDC  families  is  $3,500.  (The 
average  cost  per  AFDC  recipient  is  about  $1^200.)  AFDC  recipients  most 
often  use  ambulatory  pediatric  care  and  acute  hospital  maternity  care, 
which  are  episodic  and  generally  less  costly  than  institutional  long-term 
care.  Thus,  the  average  annua]  cost  for  AFDC  recipients  is  lower  than 
the  average  annual  cost  for  the  elderly  and  for  the  disabled. 

Perhaps  more  striking  than  the  average  annual  cost  is  the  distribution  of 
medical  costs  within  the  AFDC  category.  As  the  chart  on  the  following  page 
shows,  the  median  cost  per  AFDC  case  is  $900,  about  one-fourth  the  AFDC 
average  of  $3,500.  This  suggests  that  there  are  a  small  number  of  catastroph- 
ically  ill  AFDC  recipients  with  high  medical  care  costs  and  a  larger  number  of 
cases  who  use  considerably  less  medical  care.  This  distribution  in  the 
utilization  of  services  suggests  that  families  may  not  be  receiving  regular 
preventive  care. 
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FY88  AVERAGE  AND  MEDIAN 
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One  result  of  the  current  fee-for-service  health  care  delivery  system  is  that  it 
encourages  this  kind  of  inadequate  and  fragmented  care.  Alternatives  to 
traditional  Medicaid,  such  as  managed  care  plans  offered  through  Health 
Choices  are  essential  in  correcting  the  inadequacies  of  the  fee-for-service 
delivery  system.  The  section  on  Health  Choices  provides  a  detailed  discussion 
of  the  Department's  efforts  to  restructure  the  existing  Medicaid  program. 


PROVIDER  UTILIZATION 

The  Medicaid  program's  goal  is  to  meet  recipient  health  care  needs,  while 
ensuring  that  services  provided  are  necessary  and  are  provided  in  cost-effec- 
tive settings.  The  Department  has  made  significant  progress  through  the 
activities  highlighted  below  both  in  restructuring  the  Medicaid  program  and  in 
monitoring  utilization  of  services.  These  activities  address  the  problems  that 
the  fee-for-service  system  presents  in  providing  necessary  and  cost-effective 
health  care  services.  One  of  these  problems  has  been  that,  with  the 
traditional  Medicaid  system,  almost  any  health  care  facility  in  Massachusetts 
may  bill  the  Department  for  each  service  delivered  to  Medicaid  recipients. 
This  structure  has  several  undesirable  consequences: 

o  Low  quality  of  care  because  it  does  not  ensure  continuity  of  care. 
Recipients  often  receive  treatment  for  routine  care  from  many  different 
practitioners,  rather  than  from  their  own  personal  physicians,  or  for 
crisis  needs  only,  without  receiving  primary  or  preventive  care  at  all. 

o  Paying  providers  piecemeal  for  each  service  delivered  (rather  than 
managing  all  the  health  care  needs  of  a  client,  as  in  Health  Choices), 
provides  an  incentive  to  deliver  more,  and  more  intensive,  services  than 
necessary  as  a  means  of  increasing  reimbursement. 

o  Medicaid  services  are  not  provided  bv  the  most  economical  providers 
available  despite  wide  variations  in  charges  for  similar  services  within 
some  provider  groups,  particularly  in  the  case  of  hospitals. 

o  Participating  providers  are  not  necessarily  limited  to  those  who  are 
needed.  For  most  provider  types,  any  provider  of  any  reimbursable 
service  who  meets  Medicaid  certification  requirements  may  join  the 
program,  regardless  of  whether  there  is  a  need  for  additional  services 
of  that  type.  Thus,  while  total  provider  enrollment  has  increased, 
enrollment  in  some  provider  types  is  still  too  low  to  meet  the  needs  of 
recipients,  and  in  other  provider  types,  the  Department  is  not  assured  of 
high  quality  services  for  recipients. 

In  recent  years,  the  Department  has  implemented  utilization  review  and  other 
programs  in  order  to  assure  that  provider  practice  patterns  are  relatively 
consistent  in  terms  of  both  quality  and  appropriateness  of  care.  Experience 
from  the  first  years  of  the  utilization  review  program  will  allow  the 
Department  in  FY89  to  refine  several  of  the  short-term  initiatives  that  have 
been  implemented.  These  fall  into  three  categories  and  address  both  provider 
and  recipient  utilization  patterns  at  different  stages  of  care: 


260 


o  Programs  that  examine  proposed  treatments  and  procedures  before  care 
is  delivered.  These  initiatives  stress  treatment  in  appropriate  settings  to 
ensure  patients  receive  the  most  efficient  care  before  it  is  rendered. 
Examples  of  these  reviews  include  hospital  pre-admission  screening  and 
prior  approval  for  some  services. 

o  Initiatives  that  monitor  care  during  treatment.  In  order  to  ensure  that 
patients  receive  quality  care  in  the  most  cost-effective  setting  possible, 
a  new  case  management  program  will  develop  alternative  treatment 
plans  for  high-cost  cases  in  acute  hospitals. 

o  Reviews  that  occur  after  care  has  been  delivered.  These  reviews, 
including  provider  audits  and  retrospective  medical  reviews,  identify 
overpayments  and  inappropriate  payments  to  providers  for  services  or 
care  that,  for  example,  are  not  medically  necessary. 

Utilization  patterns  vary  greatly  among  different  provider  and  recipient  types. 
Specific  utilization  issues  are  highlighted  below. 

Long-Term  Care 

In  FY87,  expenditures  for  nursing  homes  and  chronic  hospitals  accounted  for 
nearly  one-half  of  the  total  Medicaid  budget.  In  some  cases,  costly 
institutionalization  could  be  prevented  with  appropriate  community  long-term 
care  services.  The  Department  currently  estimates  that  about  65%  of  the 
patients  in  chronic  and  rehabilitation  hospitals  do  not  require  this  level  of 
care,  and  should  be  treated  in  less  intensive  facilities  or  in  the  community. 
However,  community-based  services  are  often  delivered  without  any  overall 
management,  and  uncoordinated  care  can  result  in  an  elderly  person  becoming 
so  frail  that  institutional  placement  is  the  only  option. 

Since  Medicaid  is  the  only  significant  insurer  for  expensive  long-term  care, 
most  elderly  recipients  in  nursing  homes  are  forced  to  deplete  their  resources 
in  order  to  become  Medicaid-eligible.  In  FY89,  the  Department  plans  to 
address  many  of  these  issues  with  the  Elderly  Choices  program,  discussed  in 
more  detail  below  and  in  the  Special  Report  on  Elderly  Choices.  Under  this 
program,  elderly  recipients  will  benefit  from  a  case  management  approach, 
ensuring  they  receive  coordinated  services  in  the  community  where  possible. 

In  FY88  and  FY89  the  Department  will  continue  and  expand  initiatives  to 
manage  utilization  of  long-term  care  services. 

o  Elderly  Choices.  This  program  will  coordinate  care  for  elders  so  that  they 
may  receive  health  care  in  the  least  restrictive  setting  possible.  The  goals 
of  the  Elderly  Choices  program  are  to: 

-  coordinate  existing  services  to  help  frail  elders  remain  in  their  homes 
whenever  possible; 

-  assure  the  appropriate  level  of  institutional  care;  and 

-  make  care  more  affordable  for  both  clients  and  the  Department. 

o  Nursing  Home  Pre-screening.  The  Long-Term  Care  Connection  program 
evaluates  all  Medicaid  recipients  seeking  a  nursing  home  bed  to  determine 
an    appropriate    level   of  nursing   home   or   community   care.      In   FY87,   over 
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24,000  cases  were  evaluated  and  over  5%  diverted  to  less  intensive 
institutional  settings  or  to  the  community. 

Nursing  home  pre-screening  staff  also  save  money  for  the  state  by  assisting 
clients  waiting  in  acute  hospitals  on  costly  Administrative  Day  status  in 
locating  nursing  home  beds.  The  Administrative  Day  Management  project 
(detailed  in  the  Medical  Administration  section)  has  already  placed  over 
2,700  recipients  in  nursing  homes. 

o  Administrative  Reviews.  These  controls  will  manage  utilization  through 
increased  service  frequency  limitations  and  prior  approval  requirements  for 
certain  types  of  Medicaid  services  such  as  home  health  and  other 
community  long-term  care  services. 

Acute  Hospital  Services 

There  are  four  main  utilization  issues  regarding  acute  hospital  services: 

o  Administrative  Days.  Frequently,  Administrative  Day  status  represents 
an  inappropriate  utilization  of  hospital  inpatient  beds  as  elders  await 
nursing  home  placement,  resulting  in  high  costs  to  the  Department. 

o  Primary  care  in  outpatient  departments.  Many  Medicaid  families  use 
outpatient  departments  for  routine  medical  care.  The  high  cost  of 
outpatient  department  care  is  due  in  part  to  the  high  overhead  of 
hospital-based  care  and  indirect  subsidies  for  medical  training.  The 
high  cost  is  also  a  result  of  the  fragmented  care  delivered  to  clients  in 
these  settings.  One  study  of  a  large  urban  teaching  hospital 
documented  that  on  average  patients  were  seen  concurrently  in  three  or 
more  specialty  clinics  without  adequate  coordination,  and  without  the 
knowledge  of  a  primary  managing  physician.  Further,  a  large 
proportion  of  these  specialty  visits  were  deemed  medically  unnecessary. 
A  well-child  visit  to  a  physician's  office  costs  an  average  of  $45,  while 
the  same  visit  to  a  hospital  outpatient  department  could  cost  over  $100. 
By  encouraging  patients  to  use  physicians  or  managed  care,  some  cost 
savings  could  be  achieved  and  better  care  provided. 

o  High  cost  cases.  These  often  result  from  unmanaged  care  during 
expensive  hospital  stays.  Management  of  the  cases  will  allow  some 
patients  to  be  treated  in  less  intensive  settings  or  at  home,  with  the 
appropriate  medical  support 

o  Inappropriate  inpatient  admissions.  Inappropriate  admissions  for,  and 
inappropriate  inpatient  days  during,  inpatient  stays  are  also  a  source  of 
concern.  A  recent  study  by  a  health  care  consulting  firm  found  that  as 
many  as  25%  of  a  sample  of  Medicaid  elective  admissions  were  not 
medically  necessary  and  could  have  been  delayed  or  avoided.  Further, 
14%  of  all  Medicaid  admissions  and  10%  of  acute  hospital  inpatient  days 
of  care  were  considered  inappropriate.  Of  the  inappropriate  admissions, 
the  majority  of  the  services  would  have  been  more  appropriately 
delivered  in  an  outpatient  setting.  Common  examples  of  medically 
unnecessary  acute  hospital  inpatient  days  include: 


262 


-  pre-operative    days    in    which    preparation    for    surgery    could    nave 
been  provided  in  an  ambulatory  care  letting; 

.     inpatient    days    resulting    from    surgical    procedures    that    could    have 
been  performed  on  an  outpatient  basis;  and 

-  psychiatric    admissions    that    could    have    been    avoided    if    the 
appropriate  community  services  were  available. 

The    Department    has    implemented   several   initiatives   to   address   these   problems. 
These  programs  include: 

o  The  Administrative  Dav  Management  project  which  facilitates  nursing 
home  placement  for  elders  in  hospitals  awaiting  beds; 

o  The  Health  Choices  program,  which  offers  Medicaid  recipients  the  same 
options  for  health  care  as  other  people  have,  including  the  benefits  of  a 
primary  care  physician  through  a  managed  care  plan; 

o  Pre-admission  screening  to  ensure  that  a  procedure  or  treatment  is 
necessary  and  most  appropriately  performed  on  an  inpatient  basis; 

o    High    cost    case    management,    which    utilizes    case    managers  to    identify 

and    develop    alternate    treatment    plans    for    expensive    hospital  cases    that, 

with    the    proper    medical    supports,    could    be    cared    for  in    a    less 
restrictive  setting  or  at  home; 

o  Community  alternatives  to  hospital  care  such  as  home  health  care, 
private  duty  nursing  services,  and  durable  medical  equipment  and 
supplies;  and 

o  Acute  hospital  utilization  review,  which  is  conducted  to  control 
unnecessary  utilization  of  acute  hospital  inpatient  services  by 
monitoring  their  use.  Since  1985  the  Department  has  contracted  with 
one  health  care  organization  to  review  each  hospital  twice  a  year,  using 
a  sample  of  cases  that  includes  at  least  20%  of  all  Medicaid  discharges 
from  the  facility.  These  samples  also  include  cases  involving  specific 
diagnoses  or  procedures  in  which  there  are  extreme  variances  in  treat- 
ment patterns.  The  disagreement  rate,  or  level  of  Medicaid  admissions 
found  to  be  medically  unnecessary,  is  about  10%. 
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NflTt-IftfiritTlrinn^1   CWTr 

Medicaid  services  delivered  in  the  community,  such  as  community-based  long- 
term  care,  pharmacy,  dental,  transportation,  medical  supplies,  and  laboratory, 
raise  different  types  of  utilization  issues. 

o  The  long-term  care  service  system  in  the  community,  including  such 
services  as  home  health,  adult  day  health  and  private  duty  nursing,  has 
been  unmanaged,  resulting  in  fragmented  and  uncoordinated  care  for 
elderly  and  disabled  recipients. 

o  Pharmacy  services  are  provided  without  sufficient  controls  and  as  a  result, 
medication  is  often  over  prescribed  and  over  utilized.  Additionally,  new 
and  expensive  "high-tech"  drugs  and  treatments  are  sometimes  prescribed, 
when  often,  less  expensive  generic  drugs  and  other  substitutes  are  as 
effective. 

o  Transportation  services  have  been  largely  vflma^gftH  and  are  particularly 
susceptible  to  abuse.  Moreover,  these  services  are  purchased  from  a 
significant  number  of  vendors,  relinquishing  the  opportunity  to  utilize  the 
Department's  purchasing  power  to  its  own  advantage. 

o  The  Department  also  purchases  durable  medical  equipment  and  supplies,  and 
laboratory  and  other  services  from  a  variety  of  vendors.  Purchasing  from 
many  different  vendors  for  a  given  service  prevents  the  economies 
achievable  through  volume  purchasing  from  the  most  economical  vendor(s) 
of  services. 

o  Outpatient  mental  health  services  are  often  continued  when  no  longer 
clinically  necessary,  or  are  provided  through  more  intensive  models  than 
the  recipient  needs. 

The  Department  has  developed  several  strategies  to  better  manage  the 
provision  of  these  services.  These  strategies  are  discussed  in  detail  in  the 
sections  Strategies  for  Managing  Medicaid  Program  and  Special  Report  on 
Medicaid  Savings.  In  FY88  and  FY89,  the  Department  will  develop  additional 
administrative  controls  for  the  utilization  of  non-institutional  services.  The 
initiatives  implemented  so  far  in  this  area  have  achieved  continuing  annual 
savings  of  over  $10  million.     These  strategies  include: 

o  The  Elderly  Choices  program,  which  offers  elderly  recipients  a  menu  of 
choices  for  care  that  best  suits  their  needs  and  prevents  nursing  home 
placement; 

o  Volume  purchasing  of  eyeglasses  and  of  drugs  purchased  by  nursing 
homes,  to  take  advantage  of  the  Department's  purchasing  power, 

o  Selective  contracting  for  transportation,  for  one  or  more  categories  of 
durable  medical  equipment,  and  for  laboratory  services.  Scheduled  to  be 
implemented  in  FY88  and  FY89,  selective  contracting  will  target 
providers  who  can  deliver  cost  effective  services; 
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o  Improved  prior  approval  procedures  that  will  ensure  that  appropriate 
pharmacy,  durable  medical  equipment,  mental  health,  and  community- 
based  long-term  care  services  are  used; 

o  Regulation  modifications  in  mental  health,  pharmacy,  and  durable 
medical  equipment  to  make  these  programs  more  consistent  with  cost- 
effective  medical  practice; 

o  Expansion  of  the  list  of  generic  drugs  subject  to  the  Massachusetts 
Maximum  Allowable  Cost  regulations,  which  cap  reimbursement  for  such 
drugs;  and 

o  Purchase  of  dental  services,  including  more  cost  effective  preventive 
services,  through  a  risk-based  capitated  selective  contracting 
arrangement  with  a  health  or  dental  insurer. 

In  FY88  and  FY89,  the  Department  will  also  use  new  management  information 
reports  to  compare  the  practice  and  treatment  patterns  of  Medicaid  providers. 
The  results  of  this  effort  will  be  shared  with  providers  as  part  of  an 
educational  and  monitoring  effort  to  reduce  excessive  and  inappropriate 
delivery  of  services.  These  reports  will  also  assist  the  Department  in  revising 
Medicaid  administrative  and  reimbursement  regulations  in  order  to  improve 
utilization  practices  and  service  delivery. 
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RATES  ANH  RKIMBURSEMENT 


INTRODUCTION 


Increases  in  the  rates  paid  to  providers  of  Medicaid  services  have  been 
responsible  for  much  of  the  growth  in  Medicaid  spending  over  the  past  several 
years.  As  the  pie  chart  illustrates,  in  F^&s  alone,  rate  increases  are 
responsible  for  over  50%  of  total  projected  increases  in  spending.  These 
increases  are  primarily  caused  by  price  inflation  for  goods  and  services  and 
other  adjustments,  as  determined  by  the  Rate  Setting  Commission. 


FY88  MEDICAID  EXPENDITURE 
INCREASES 


Rates — 54K 


Policy  Initiatives — 9% 


Caseload/Utilization— 25*^-  -  ~  _  Ji^  0ther  Agencies— 12* 
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Despite  both  the  recent  decline  in  general  inflation  and  successful  efforts  to 
hold  Medicaid  costs  to  a  rate  below  national  health  care  spending  increases 
through  an  aggressive  management  and  savings  agenda,  Medicaid  rates  have 
risen  an  average  of  about  8%  annually  since  FY82.  In  FY89,  the  Department 
projects  that  the  weighted  average  provider  rate  increase  will  be  7.1%, 
resulting  in  an  estimated  $110  million  in  additional  Medicaid  expenditures.  To 
a  large  extent,  these  increases  are  fixed  costs  that  will  recur  annually. 


Protected  Imrarf  of  FY89  Rate  Increases 

bv  Provider  Tvoe 

Projected 

Annual 

%  Rate 

Impact* 

Provider  Tvpe 

Increase 

KM) 

Intermediate  Care  Facility 

8.0% 

$24.0 

Inpatient  Hospital 

72% 

213 

Skilled  Nursing  Facility 

7.4% 

21.1 

Chronic  Hospital 

72% 

12.9 

Outpatient  Hospital 

72% 

82 

Pharmacy 

5.9% 

5.5 

Physician 

73% 

63 

Mental  Health 

5.9% 

3.8 

Home  Health 

5.0% 

2.4 

Dental 

63% 

1.4 

Other 

63% 

15 

Total 

7.1% 

$114.4 

•Projected 

Annual  rate  increases  of  over  $100  million  require  the  Welfare  Department  to 
develop  management  initiatives  and  an  annual  savings  agenda  to  moderate  these 
increases.  These  types  of  strategies,  which  the  Department  has  successfully 
implemented  over  the  past  several  years,  are  discussed  in  detail  in  the  Special 
Report  on  Medicaid  Savings. 

It  has  also  become  critical  to  focus  attention  on  incorporating  expenditure 
control  strategies  through  the  restructure  both  of  reimbursement  methodologies 
and  the  rate  determination  process  across  all  Medicaid  provider  types.  These 
efforts  include  the  development  of  new  reimbursement  models,  and  revisions  to 
Rate  Setting  methodologies,  much  of  which  is  discussed  in  narrative  sections 
which  follow.  Without  such  activity,  annual  costs  will  continue  to  increase 
enough  to  severely  constrict  the  availability  of  funds  for  other  human  services. 
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THE  RATE  SETTING  COMMISSION 

The  Rate  Setting  Commission,  established  in  1968,  is  an  independent  state 
agency  located  in  the  Executive  Office  of  Human  Services.  It  is  authorized  by 
statute  to  set  Medicaid  payment  rates  for  hospitals,  long-term  care  facilities 
and  non-institutional  providers  of  health  care. 

The  predominant  methodology  used  by  the  Commission  to  determine  Medicaid 
provider  reimbursement  is  cost-based.  This  means  that  virtually  all  costs 
providers  incur  in  delivering  care  to  recipients  are  recognized  as  reimbursable, 
often  on  a  retrospective  basis.  The  problem  with  this  system  is  the  relative 
absence  of  incentives  to  contain  costs  or  to  promote  efficiencies.  In  fact, 
because  future  reimbursement  rates  are  a  function  of  costs  incurred  in  an 
earlier  base  year,  providers  often  have  an  incentive  to  spend  as  much  as  pos- 
sible. 

The  Commission's  responsibility  for  establishing  fair,  reasonable  and  adequate 
Medicaid  rates  makes  its  role  in  determining  Medicaid  reimbursement  policy 
pivotal.  Reimbursement  policy  is  a  legitimate  tool  not  only  for  controlling 
rates  but  also  for  encouraging  more  efficient  health  care  practice  patterns. 
Incorporating  the  goal  of  controlling  Medicaid  costs  into  reimbursement 
methodologies  is  not  inconsistent  with  the  Rate  Setting  Commission's  basic 
responsibility  to  establish  fair,  reasonable,  and  adequate  rates.  The  discussion 
that  follows  describes  briefly  the  varying  methodologies  used  to  establish  rates 
for  the  Medicaid  program,  highlights  some  of  the  problems  with  each  system, 
and  identifies  strategies  the  Department  has  implemented  or  is  developing  to 
improve  the  link  between  the  rate  review  process  and  the  Department's  policy 
and  fiscal  objectives. 

FEE-FOR-SERVICE  RFTMT^TRSEMENT 

The  largest  share  of  the  Medicaid  budget  is  spent  through  the  "fee-for- 
service"  system  which  pays  a  specific  rate  or  charge  for  each  unit  of  service 
delivered  to  a  Medicaid  recipient:  a  nursing  home  day,  a  surgical  procedure,  a 
well-child  visit,  an  X-ray,  a  dental  cleaning,  a  mental  health  treatment  session. 

A.  Institutional   Providers 

For  institutional  providers,  fee-for-service  rates  are  determined  through  one 
of  two  methodologies: 

o    Retrospective  per  diem  system;  or 

o    Prospective  charge-based  system. 

The  retrospective  per  diem  system  is  the  system  currently  used  to  calculate 
nursing  home  rates.  The  Rate  Setting  Commission's  Long  Term  Care  Bureau 
assigns  each  nursing  home  a  unique  rate  on  the  basis  of  costs  the  home 
incurred. 
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These  rates,  called  interim  per  diems,  are  based  on  factors  that  include: 

o    Prior  rate  year  operating  costs; 

o    Fixed  costs; 

o    An  administration  and  policy  planning  allowance; 

o    Short-term  financing  costs;  and 

o  A  cost  adjustment  factor  to  reflect  projected  changes  in  inflation 
rates. 

The  interim  per  diem  rate  covers  projected  operating  costs  for  the  rate 
year  based  on  historical  spending.  To  determine  the  final  rate  for  a 
facility,  the  Rate  Setting  Commission  examines  actual  costs  during  the  year, 
as  reported  on  cost  reports  each  home  submits  five  to  six  months  after  the 
close  of  the  rate  year. 

If  a  nursing  home's  costs  exceed  these  interim  rates  the  state  repays  the 
difference  in  the  final  rate.  This  rate  is  usually  determined  two  years  after 
the  close  of  the  rate  year.  FY88  retroactive  payments  to  nursing  homes 
for  final  rates  are  projected  to  total  approximately  $48.0  million.  If  the 
interim  rate  has  provided  excessive  reimbursement,  the  nursing  home  must 
repay  the  excess. 

The  Massachusetts  Medicaid  program  is  one  of  the  few  remaining  programs 
in  the  nation  to  use  a  cost-based,  k  (respective,  facility-specific  rate 
methodology  for  nursing  home  reimbursement.  Specific  problems  with  this 
reimbursement  system  include: 

o  Few  incentives  for  cost  effective  care.  Retrospective,  cost-based 
payment  methods  offer  little  incentive  for  nursing  home  operators  to 
manage  efficiently  or  to  contain  their  costs,  as  they  are  reimbursed 
for  all  covered  costs. 

o  No  incentives  to  care  for  heavy  care  patients.  The  current 
reimbursement  mechanism  pays  rates  which  do  not  distinguish  between 
patients'  needs  for  heavy  or  light  care.  As  a  result,  there  is  a 
financial  disincentive  to  accept  heavy  care  patients,  who  often  remain 
in  expensive  acute  hospital  beds  on  Administrative  Day  status  or  are 
inappropriately  placed  in  costly  chronic  hospital  beds. 

o  (AHmtnicfrarive  delays.  Because  the  Rate  Setting  Commission  must 
calculate  facility-specific  interim  and  final  rates  for  about  560 
nursing  homes  each  year,  final  reimbursement  lags  more  than  two 
years  behind  actual  costs  paid  by  the  nursing  home.  This  makes  it 
difficult  for  homes  to  manage  their  cash  flow  and  may  contribute  to 
a  bias  against  the  admission  of  Medicaid  patients. 

The  solution  to  these  problems  is  a  prospective  case-mix  based 
reimbursement  system.  In  FY89,  the  Department  and  the  Rate  Setting 
Commission  will  jointly  implement  a  federal  grant  to  begin  restructuring  the 
way   in   which   the   Department   reimburses   nursing   homes.      This   prospective 
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case-mix  reimbursement  method  will  more  closely  tie  nursing  home 
expenditures  to  the  intensity  of  an  individual's  care  needs  while  determining 
a  nursing  home's  rate-of-payment  before  services  are  delivered.  This  initia- 
tive will  help  assure  both  that  Medicaid  recipients  have  the  same  access  to 
nursing  home  care  as  those  who  pay  privately,  and  that  the  number  of 
expensive  hospital  days  for  patients  awaiting  nursing  home  placement  is 
minimized. 

Prospective  charge-based  systems  are  currently  used  to  determine  rates  of 
payment  for  acute  and  chronic  hospitals.  Under  these  systems,  a  hospital's 
total  budget  for  the  rate  year  is  determined  using  the  costs  of  a  given  base 
year,  adjusted  for  factors  such  as  inflation.  Medicaid  pays  providers  on  the 
basis  of  the  charges  that  have  been  approved  by  the  Rate  Setting 
Commission  for  each  service. 

o  The  primary  difference  between  this  system  and  a  retrospective  system 
is  that  providers  are  only  able  to  generate  revenues  up  to  the  level 
approved  at  the  beginning  of  each  year,  even  if  their  actual  costs 
exceed  that  level.  In  a  retrospective  system,  the  Rate  Setting 
Commission  "looks  back"  to  actual  expenses  made  and  providers  are 
reimbursed  for  virtually  all  of  these  costs. 

o  Charge-based  systems  differ  from  per  diem  systems  in  that  a  per  diem 
does  not  vary  with  the  amount  or  intensity  of  service  delivered  to  a 
patient  -  iLe  daily  rate  is  intended  to  cover  the  facility's  total  cost  for 
caring  for  all  Medicaid  patients.  Charge-based  systems  usually  reimburse 
providers  for  each  component  of  the  package  of  services  delivered  to 
each  n*«? -.nt  —  room  and  board,  nursing  costs,  laboratory  and  radiology 
procedures,  therapy,  etc 

B.  fJpn-infttitutional    providers    are    also    paid    primarily    through    the    fee-for- 
service  mechanism.     The  two  types  of  rate  methodologies  are: 

o    class  rates;  and 

o    provider-specific  rates. 

Provider-specific  rates,  such  as  those  paid  to  home  health  agencies, 
intermediate  care  facilities  for  the  mentally  retarded,  independent  living 
centers,  and  until  recently,  day  habilitation  programs,  pay  each  vendor  a 
unique  unit  rate,  usually  individually  negotiated,  for  the  costs  they  incur  in 
delivering  a  service.  For  each  type  of  provider,  "allowable  costs"  are 
outlined  in  Rate  Setting  Commission  regulation.  The  result  of  this 
arrangement  is  often  wide  variations  in  rates  paid  for  services,  despite 
identical  resource  needs  and  other  inputs.  Thus,  provider-specific  rates, 
when  based  on  cost,  may  reward  inefficient  providers  who  will  get  paid 
more,  and  penalize  those  that  are  more  cost-effective. 

Class  rates  are  used  for  most  non-institutional  providers.  These  are 
determined  by  the  Rate  Setting  Commission,  and  are  calculated  to  represent 
an  industry's  average  cost  per  unit  of  service,  such  as  a  physician  office 
visit,  a  half  day  at  a  psychiatric  day  treatment  program,  or  an  hour  of 
psychotherapy.      Because   all   providers   are   reimbursed   the   same   amount   for 
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each    service,    when    properly    applied,    the    system    can    provide    incentives    to 
be  efficient  and  keep  costs  below  the  average  or  class  rate. 


PREPAID  CAPITATED  REIMBURSEMENT 

Capitated  reimbursement  arrangements  pay  one  rate  per  recipient,  usually 
monthly,  to  a  provider  who  agrees  to  coordinate,  or  manage  all,  or  a  portion, 
of  that  recipient's  care.     Its  primary  advantages  are: 

o  Incentives  for  providers  to  control  costs  since  they  receive  only  the  all- 
inclusive  capitated  rate  and  are  not  paid  for  each  service  they  deliver  or 
prescribe; 

o    More  flexibility  for  the  provider  in  designing  a  recipient's  care  plan;  and 

o  Continuity  of  care  for  recipients  who  select  one  provider  to  be 
responsible  for  all  of  their  health  care  needs. 

There    are    two    different    types    of    capitated    reimbursement    methodologies: 
risk-based  and  non-risk-based  rates. 

A.  Risk-based.  In  these  arrangements,  if  the  costs  of  care  for  an  individual  or 
group  of  individuals  covered  exceeds  the  capitation  rate  paid  for  that  year, 
the  provider  must  cover  those  costs  —  there  is  no  additional  Medicaid 
payment.  Similarly,  if  the  cost  of  care  is  less  than  what  the  provider 
receives  through  the  capitation,  that  additional  revenue  is  kept  by  the 
provider  or  shared  with  the  Department.  Health  Maintenance  Organizations 
(HMOs),  offered  through  the  Health  Choices  program,  are  examples  of  a 
risk-based  capitated  reimbursement  system. 

B.  Ncwi-rkk-hased,  In  non-risk  arrangements,  although  a  capitated  payment  is 
established  at  the  beginning  of  the  contract  year,  there  is  a  settlement 
process  at  the  end  of  the  year.  If  the  provider's  costs  have  exceeded  their 
Medicaid  revenue  or  a  predetermined  percentage  above  that  level,  they  are 
able  to  recover  the  difference.  Similarly,  any  savings  accrued  are  usually 
split  between  the  provider  and  the  Department.  This  type  of  arrangement 
still  contains  incentives  to  contain  costs,  since  providers  can  not  recover 
their  full  costs  until  well  after  they  have  been  incurred.  Often,  this  type 
of  reimbursement  arrangement  is  utilized  in  the  first  year  that  a  provider  is 
paid  by  the  Department  through  a  capitated  system,  as  a  transition  to  a 
full-risk  contract.  The  Prepaid  Medical  Care  Program  offered  in  community 
health  centers  through  the  Department's  Health  Choices  program  is  an 
example  of  non-risk  capitated  reimbursement  In  its  second  year,  however, 
community  health  centers  will  move  to  a  risk  arrangement  for  Health 
Choices  enrollees. 

The    sections    on    key   Medicaid    services   which    follow   provide    more    detailed 
information  on  rates  and  reimbursement  for  each  provider  type. 
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NURSING  HOME  CARE 


OVERVIEW:     lgtt-1988  PERFORMANCE 

In  FY87,  payments  to  nursing  homes  for  care  provided  to  Medicaid  recipients 
totalled  $520  million  and  consumed  approximately  36%  of  total  Medicaid 
program  expenditures  —  the  largest  program  in  the  Medicaid  budget.  The 
Medicaid  program  reimburses  561  nursing  home  facilities  and  pays  for  70%  to 
75%  of  all  nursing  home  days  in  the  state.  Through  several  initiatives,  the 
Department  has  met  three  major  goals  for  nursing  home  care: 

Access  to  appropriate  qtrr.  h»*  fr*ai  improved: 

o  The  Long-Term  Care  Connection's  pre-screening  nurses  evaluated  the 
long-term  care  needs  of  over  28,000  individuals  seeking  nursing  home  or 
community  services; 

o  The  Administrative  Day  Project  has  placed  over  2,700  clients  who  were 
waiting  in  acute  hospitals  for  a  nursing  home  bed  or  community 
placement;  and 

o  "Case-Mix"  reimbursement  (based  on  client  need)  will  tie  nursing  home's 
resources  more  closely  to  patient  need,  providing  incentives  for  homes  to 
take  heavier  care  patients. 

Quality  assnrqnnc  fag  been  increased: 

o  High  standards  for  patient  care  staff  requirements  have  been  maintained; 
and 

o  Legislatively  authorized  wage  increases  for  certain  nursing  home 
personnel  have  been  provided  at  an  estimated  annual  cost  of  $9  million. 

Costs  have  been  contained: 

o  1300  Medicaid  clients,  and  300  non-Medicaid  nursing  home  applicants 
who  chose  to  be  screened,  have  been  diverted  from  nursing  home 
placement  to  less  intensive  settings  or  community  alternatives; 

o  Medicare's  contribution  to  nursing  home  care  has  been  maximized  by 
ensuring  that  Medicaid  is  the  payer  of  last  resort;  and 

o  A  prospective  reimbursement  system  has  been  developed  that  will  pay 
nursing  homes  up  front  for  the  cost  of  Medicaid  patients'  care, 
eliminating  the  need  for  retroactive  rate  settlements. 
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SCOPE  OF  THE  PROGRAM 


feJasa^BSgas  Nmsmg  Home  Bed  Supply  md  Medicaid  Occupancy  Levels 

Level                                                         Number  of  Beds  Medicaid  Occupancy 

Skilled  Nursing  (Level  I  &  II)                    21,049  63%           13,294 

Intermediate  Care  fLevel  im                        #,652  £3^           2L262 

TOTAL                                                           46,701  74%           34,656 


FY87  expenditures  for  nursing  home  care  totalled  $520  million,  including  $239 
million  for  skilled  nursing  facility  care  and  $281  million  for  services  in  inter- 
mediate care  facilities.  Skilled  nursing  facilities  provide  the  most  intense 
medical  care,  known  as  Level  I  and  Level  II  care;  intermediate  care  facilities 
provide  less  medically  intensive  care,  called  Level  HI  care.  The  Medicaid 
program  reimburses  for  Level  II  and  Level  III  care  (some  Level  I  care  is  paid 
for  by  Medicare)  in  three  types  of  nursing  homes: 

o    skilled  nursing  only; 

o    intermediate  care  only,  and 

o    multilevel  (both  skilled  and  intermediate  beds  in  one  home). 

Of  the  561  homes  enrolled  in  the  Medicaid  program,  51  are  free-standing 
skilled  nursing  facilities,  244  are  free-standing  intermediate  care  facilities,  and 
266  are  multilevel  facilities. 

Medicaid  patients  account  for  an  estimated  74%  of  all  nursing  home  days  in 
Massachusetts.  An  estimated  84%  of  FY87  nursing  home  expenditures  were 
for  elderly  recipients,  with  the  bulk  of  the  remainder  for  disabled  adults  and 
children.  These  figures  do  not  include  the  services  provided  to  Department  of 
Mental  Retardation  clients  in  community  and  institutional  intermediate  care 
facilities  for  the  mentally  retarded  ("ICFs/MR"),  which  are  included  in  Mental 
Health  expenditures  ($133  million)  and  Department  of  Mental  Retardation 
appropriations,  respectively.  Long-term  care  services  are  also  provided  in 
chronic  hospitals  at  a  cost  to  the  Medicaid  program  of  $157  million  in  FY87. 

The  services  provided  to  patients  through  the  per  diem  paid  to  nursing  homes 
are  limited  to  nursing,  nurse's  aide  services,  and  some  therapy  care,  as  well  as 
room  and  board.  Medicaid  pays  for  services  such  as  physician  or  hospital  care 
and  prescription  drugs,  but  these  services  are  not  included  in  the  per  diem 
rate  paid  to  the  nursing  home. 
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FACTORS  AFFECTING  EXPENDITURES 
A.  putrx   nf  R«mhnrs«n«it 

Nursing  homes  are  currently  reimbursed  for  their  covered  costs,  but, 
because  the  system  is  retrospective,  final  reimbursement  is  often  not 
received  until  two  years  after  costs  have  been  incurred  by  the  nursing 
home.  On  the  basis  of  the  costs  incurred,  the  Rate  Setting  Commission 
sets  for  each  nursing  home  a  unique  rate.  FY88  average  interim  per  diem 
rates  are  $47  for  intermediate  care  facilities,  $65  for  multilevel  homes,  and 
$73  for  skilled  nursing  facilities.  The  way  these  rates  have  been  developed 
and  the  way  they  will  be  established  in  the  future  are  discussed  below. 

Current  Reimbursement  System.  Each  participating  home  is  paid  an  interim 
per  diem  rate  based  upon  factors  including: 

o  Prior  rate  year  operating  costs; 

o  Fixed  costs; 

o  An  administration  and  policy  planning  allowance; 

o  Short-term  financing  costs;  and 

o    A    cost    adjustment    factor    to    reflect    projected    changes    in    inflation 
rates. 

The  interim  per  diem  rate  thus  covers  projected  operating  costs  for  the 
rate  year,  based  on  historical  spending.  To  determine  the  final  rate  for  a 
facility,  the  Rate  Setting  Commission  examines  actual  costs  during  the  year. 

If  the  nursing  home's  costs  exceed  the  interim  rates,  the  state  repays  the 
difference  in  the  final  rate.  This  is  usually  determined  two  years  after 
the  close  of  the  rate  year.  FY88  retroactive  payments  to  nursing  homes 
for  final  rates  are  projected  to  total  approximately  $48  million.  If  the 
nursing  home's  costs  were  less  than  its  interim  rate,  the  nursing  home  must 
repay  the  excess. 

Until  late  FY87,  a  Rate  Setting  regulation  prevented  Medicaid  payments 
from  exceeding  $72  per  day.  However,  in  1987,  the  Commission  eliminated 
the  "nursing  home  cap,"  retroactive  to  January  1987.  As  a  result,  the 
approximately  70  nursing  home  rates  that  had  been  capped  at  $72  have 
risen  to  as  much  as  $137  per  day,  with  an  average  of  $81  per  day.  The 
rates  for  even  more  nursing  homes  are  expected  to  exceed  $72  in  FY89. 

Problems  with  the  Current  System 

The  Massachusetts  Medicaid  program  is  one  of  the  few  remaining  programs 
in  the  nation  to  use  a  cost-based,  retrospective,  facility-specific  rate 
methodology.  Further,  nursing  home  costs  will  increase  as  many  hospitals 
in  the  state  face  dramatic  decreases  in  admissions  and  lengths  of  stay  and 
seek  alternative  uses  for  the  estimated  25%  to  35%  of  beds  that  are  empty. 
Many    of    these    hospitals    with    excess    beds    have    filed    or    will    file 
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Determination  of  Need  applications  to  convert  units  to  skilled  nursing 
facilities.  Because  of  acute  hospitals'  high  overhead  costs,  the  fixed  costs 
of  the  newly  converted  nursing  home  units  and,  as  a  result,  their  per  diem 
rates,  are  likely  to  be  high.  Specific  problems  with  the  present 
reimbursement  system  include: 

o  Few  incentives  for  cost-effective  care.  Retrospective,  cost-based 
payment  methods  offer  little  incentive  for  nursing  home  operators  to 
manage  efficiently  or  to  contain  their  costs,  as  they  are  reimbursed 
for  all  covered  costs. 

o  No  incentives  to  care  for  heavy  care  patients.  The  current 
reimbursement  mechanism  pays  rates  that  do  not  distinguish  between 
the  level  of  patients'  needs  for  heavy  or  fight  care.  As  a  result, 
there  is  a  pnanrial  disincentive  to  accept  heavy  care  patients  who 
often  remain  in  expensive  acute  hospital  beds  or  are  inappropriately 
placed  in  costly  chronic  hospital  beds. 

o  Ajmjnjsjyra^vs  delays.  Because  the  Rate  Setting  Commission  must 
calculate  facility-specific  interim  and  final  rates  for  about  560 
nursing  homes  each  year,  final  reimbursement  lags  more  than  two 
years  behind  actual  costs  paid  by  the  nursing  home.  This  makes  it 
difficult  for  homes  to  manage  their  cash  flow  and  may  contribute  to 
a  bias  against  the  admission  of  Medicaid  patients. 

o  Patient  relocation.  As  nursing  home  patients  age  they  often  need 
more  intensive  care.  This  care  could  be  provided  by  their  nursing 
home.  But  because  the  current  reimbursement  system  may  not 
support  these  growing  care  needs,  the  patient  may  be  transferred,  for 
example,  from  an  intermediate  care  facility  to  a  skilled  nursing 
facility.  Furthermore,  patients  often  move  to  a  more  intensive  level 
nursing  home  after  having  entered  a  hospital  and  waited  on  costly 
Administrative  Day  (AD)  status  (an  estimated  15%  of  Administrative 
Days  are  attributed  to  such  transfers).  Such  a  dislocation  from  one 
home  to  a  hospital  or  another  home  entails  both  emotional  and 
medical  risks  for  the  patient. 

Solution:     A  Prospective  Reimbursement  System  Based  on  Client  Need 

Beginning  in  July  1988,  under  a  grant  from  the  federal  Health  Care 
Financing  Administration,  the  Welfare  Department  and  the  Rate  Setting 
Commission  will  implement  a  new  reimbursement  system  for  nursing  homes 
that  features  two  major  improvements: 

o    Prospectively  established  rates;  and 

o  Rates  that  are  higher  for  clients  with  greater  care  needs  ("case-mix" 
rates). 

Under  a  prospective  reimbursement  system,  a  nursing  home's  rate  of 
payment  is  determined  before  services  are  provided;  there  is  no  additional 
final  settlement.  Case-mix  rates  will  tie  the  amount  paid  for  nursing  care 
directly  to  the  intensity  of  each  patient's  particular  service  needs  by 
placing  patients  in  one  of  ten  care-need  categories. 
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The  transition  to  case-mix  reimbursement  is  significant  because  it  will  allow 
the  Department  to  align  the  rates  it  pays  with  its  goal  of  ensuring  high 
quality  and  appropriate  care.  The  benefits  should  parallel  New  York's 
experience,  where  case-mix  reimbursement  motivated  nursing  homes  to 
accept  many  more  Administrative  Day  patients. 

B.  Uffi^atMTT  TiCTrTTf 

Four  major  problems  in  managing  Medicaid  utilization  of  nursing  home  care, 
along  with  potential  solutions,  are  discussed  below.     These  problems  are: 

o  Few  financing  alternatives  for  long-term  care; 

o  Limited  access  to  nursing  home  beds  for  Medicaid  clients; 

o  Costly  Administrative  Day  stays;  and 

o  Undersupphy  of  nursing  home  beds. 

Few  financing  alternatives  for  long-term  care.  Many  elderly  people  believe 
that  Medicare  will  pay  for  long-term  care  if  they  must  be  admitted  to  a 
nursing  home.  In  fact,  Medicare  covers  only  the  first  100  days  of  care  in 
a  Level  I  skilled  nursing  facility  for  newly  discharged  patients  of  acute 
hospitals.  Medicaid,  however,  offers  full  coverage  of  long-term  care 
services,  but  only  for  those  elders  who  have  depleted  their  resources  to 
meet  eligibility  requirements.  Without  any  other  insurance  available,  elders, 
and  often  their  families,  are  forced  to  impoverish  themselves  to  pay  for 
expensive  nursing  home  stays  and  qualify  for  Medicaid. 

Furthermore,  Medicare  payments  for  nursing  home  and  other  care  are 
subject  to  rigid  pre-coverage  criteria,  and,  because  providers  are  subject  to 
financial  penalty  should  a  certain  number  of  their  bills  be  rejected,  they 
are  reluctant  to  participate  in  Medicare  and  bill  for  the  first  100  days  of 
care.  As  a  result,  Medicaid  is  effectively  the  insurer  of  first  resort  for 
long-term  care.  Nationally,  Medicaid  programs  pay  41%  of  the  costs  all 
nursing  home  care.  In  contrast,  Medicare  pays  less  than  2%.  In 
Massachusetts,  Medicaid  pays  an  even  greater  share  of  nursing  home  and 
chronic  hospital  costs.  If  the  elderly  population  continues  to  grow,  and  the 
current  long-term  care  financing  system  does  not  change,  these  costs  will 
increase. 

The  following  pie  chart  illustrates  this  issue.  Most  residents  of  nursing 
homes--74%-are  Medicaid  recipients.  However,  almost  85%  of  this  group 
were  not  Medicaid  recipients  before  admission.  Rather,  it  was  only  after 
they  had  entered  expensive  nursing  homes  and  spent  their  savings  that  they 
qualified  for  Medicaid.  (A  fuller  description  of  how  the  "spend-down" 
process  works  appears  in  the  Caseload  section  of  this  narrative.)  The 
remaining  25%  of  recipients  are  patients  who  pay  privately  for  all  of  their 
nursing  home  care.  However,  if  their  condition  is  chronic,  the  vast 
majority  of  them  will  exhaust  their  resources  and  become  Medicaid  clients 
in  a  short  time.  This  means  that  almost  everyone  in  a  nursing  home  is 
either  already  a  Medicaid  recipient,  or  will  be  one  in  the  future. 
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Payment  Source  of  Nursing  Home  Residents 


MA  on  Admission- 11* 


MA  Spend-Down-6298 


Private  Pay-25* 


Vacancies-25K 


These  problems  suggest  the  need  to  develop  alternatives  for  long-term  care 
delivery  as  well  as  additional  sources  of  financing,  such  as: 

o    Private  long-term  care  insurance; 

o    Medicare  catastrophic  coverage;  and 

o    Community-based  long-term  care  options. 

In  addition,  elders  should  be  informed  about  the  limitations  of  their 
Medicare  coverage,  and  advised  of  locally  available  alternatives  to  nursing 
home  placement,  before  they  enter  homes  and  become  Medicaid  recipients. 
To  address  this  issue,  the  Department  has  been  screening  potential  nursing 
home  entrants,  including  private  pay  patients,  so  as  to  divert  the  least  frail 
into  more  appropriate  sources  of  care  in  their  communities.  This  is 
discussed  in  detail  in  the  Special  Report  on  Elderly  Choices. 

JJmjjejl  access  to  nursing  home  beds  for  Medicaid  clients.  It  is  difficult  to 
assure  nursing  home  placements  for  Medicaid-eligible  clients  because  nursing 
homes  charge  private  pay  patients  higher  per  diem  rates  than  Medicaid 
pays.  Despite  minimum  Medicaid  occupancy  levels  established  by  the 
Determination  of  Need  approval  process,  many  nursing  home  administrators 
prefer  to  accept  patients  who,  at  least  initially,  pay  for  their  care 
themselves.  As  a  result,  Medicaid  clients  often  cannot  enter  nursing 
homes  when  they  need  care. 
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Costly  ^prfrHrtTfrtive  Pay  fffrlY*-  K  ■  hospitalized  Medicaid  patient  in 
need  of  intensive  long-term  care  cannot  find  placement  in  either  a  nursing 
home  or  a  suitable  community  setting,  that  patient  often  remains  in  a 
hospital  on  "Administrative  Day"  status.  AD  status  means  that  the  patient 
continues  to  receive  low  intensity  long-term  care  in  an  acute  hospital 
setting.  This  can  cost  the  Department  more  than  $200  a  day  for  each 
patient,  at  an  estimated  total  of  $50  million  per  year.  This  situation  is 
detrimental  to  patients'  well-being  and  is  very  costly  for  the  Medicaid 
program. 

The  Department  is  addressing  the  issue  of  assuring  appropriate  care  for 
Medicaid  patients  on  AD  status  in  two  ways.  First,  as  discussed  above,  it 
has  promoted  case-mix  based  reimbursement,  which  will  provide  an  incentive 
for  homes  to  take  heavier  care  Medicaid  patients  sooner.  Second,  the 
Department  is  continuing  the  successful  AD  Management  Project  and  will 
pursue  selective  contracts  with  nursing  homes  for  AD  patients  and  those 
with  other  special  needs. 

UndcTsuppry  of  nursing  home  beds.  Only  2%  of  nursing  home  beds  are 
vacant  on  a  given  day.  These  beds  are  only  available  during  a  brief 
turnover  period  and  are  filled  rapidly  from  extensive  waiting  lists.  This 
high  occupancy  rate  results  from  the  limited  supply  of  nursing  home  beds  in 
Massachusetts. 

The  number  and  level  of  nursing  home  beds  available  in  the  state  are  a 
function  of  the  Determination  of  Need  process.  A  nursing  home's 
application  to  construct  new  bed  space  is  approved  or  denied  on  the  basis 
of  three  key  determinants: 

o    need    for    beds    in    a   given    area,    based    on    a   bed-need    formula   that 
uses  elderly  population  data; 

o    a  review  of  the  home's  suitability  to  provide  services;  and 

o    an  analysis  of  the  home's  capital  and  operating  costs. 

Recent  changes  in  the  Determination  of  Need  process,  and  a  demonstrated 
need  for  more  beds  as  the  elderly  population  grows  and  becomes  more  frail, 
have  resulted  in  the  construction  and  licensing  of  more  beds.  In  FY87,  an 
average  of  101  beds  opened  each  month,  as  opposed  to  an  average  of  67  in 
each  month  of  FY86.     Even  more  beds  will  be  added  in  FY88  and  FY89. 

Solutions:  Improved  Manaprment  and  More  Long-Term  Care  Options 

The  Department  has  adopted  several  initiatives  that  assure  access  to 
appropriate  care,  improve  the  reimbursement  system  to  align  incentives  with 
Department  goals,  reduce  costs,  and  maintain  high  quality  care.  These 
solutions  are  discussed  below. 

o  Administrative  Dav  (AD)  Project.  In  FY87,  the  Department  embarked  on 
a  two-tiered  approach  to  controlling  the  more  than  236,000  ad- 
ministrative days  per  year  which  cost  an  estimated  $50  million  in  FY87 
hospital  expenditures.  To  combat  the  primary  causes  of  this  problem, 
eligibility   determinations   were    expedited    in    the    top   twenty  AD    hospitals 
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and  available  nursing  home  beds  and  community  placements  were  iden- 
tified. The  AD  management  project  has  already  succeeded  in  placing 
approximately  2,700  patients,  while  reducing  Medicaid  expenditures  for 
acute  hospital  services. 

o  EtE^gggnJag  for  Appropriate  Care.  In  FY87,  the  Department's  pre- 
admission screening  nurses  in  the  Long-Term  Care  Connection  program 
evaluated  the  long-term  care  needs  of  cvsr  28,300  individuals  seeking 
nursing  home  placement  or  certain  community  services.  In  the  past 
year,  this  project  has  diverted  1^00  Medicaid  clients  to  less  intensive 
institutional  or  community  settings,  enabling  maximum  independence  for 
the  individual  and  reduced  reliance  on  Medicaid 

In  1985,  this  project  was  expanded  so  that  private-pay  patients  who  are 
seeking  admission  to  nursing  homes  and  who  anticipate  applying  for 
Medicaid  in  the  future  may  receive  optional  prescreening.  This  assists 
elders  and  their  families  in  making  informed  choices  about  long-term 
care.  In  FY87,  the  program  screened  almost  4,000  private-pay  elders,  of 
whom  approximately  300,  or  8%,  received  recommendations  not  to  enter 
nursing  homes. 

o  The  Nursing  Home  Connection.  This  program  matches  a  team  of  nurse 
practitioners,  nurse's  assistants,  and  doctors  with  nursing  home  patients, 
through  16  contracts  with  primary  care  providers.  Visits  by  these  teams 
enable  2,400  Medicaid  patients  in  110  nursing  homes  to  receive  prompt 
care  for  conditions  that  might  otherwise  require  hospitalization  and 
lengthy  stays  on  AD  status. 

o  Maximizing  Medicare's  Contribution.  As  noted  previously,  Medicare's 
contribution  to  long-term  care  costs  is  minimal.  In  addition,  Medicare's 
reporting  requirements  are  more  cumbersome  than  Medicaid's,  so, 
although  they  would  readily  qualify,  most  skilled  nursing  facilities  in  the 
Commonwealth  neglect  to  apply  for  Medicare  certification.  In  FY88  the 
Department  is  working  with  the  nursing  home  industry  to  assure  that  all 
nursing  homes  are  Medicare-certified  and  that  they  bill  Medicare  for  all 
requisite  costs. 

o  Nursing  Home  Personnel  Wage  Increase.  The  quality  of  nursing  home 
and  other  long-term  care  is  strongly  affected  by  the  rapid  turnover  of 
direct  care  staff  such  as  nurse's  aides.  In  response  to  this  problem,  for 
two  consecutive  years  the  Legislature  has  authorized  wage  increases  for 
certain  nursing  home  personnel  to  be  included  in  per  diem  rates,  at  a 
projected  cost  to  the  Medicaid  program  of  approximately  $9  million 
annually.  The  Department,  in  conjunction  with  other  human  services 
agencies,  will  continue  to  address  such  issues  as  wage  adequacy,  job 
satisfaction,  and  career  advancement  opportunity,  so  as  to  improve  the 
continuity  of  care  provided  to  nursing  home  residents. 
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FY89  AGENDA  AND  REQUEST 

The  House  1  request  for  FY89  includes  $577  million  for  nursing  home  care. 
This  assumes  the  implementation  of  a  savings  agenda  that  includes  certain 
long-term  care  eligibility  changes,  detailed  in  House  1.  The  Department's  FY89 
agenda  for  the  nursing  home  program  includes  the  following: 

o  Prospective  case-mix  based  reimbursement.  As  discussed  earlier,  this 
system  will  facilitate  Department  efforts  to  place  heavy-care  patients  in 
nursing  homes. 

o  Elderly  Choices.  The  Department's  new  program  to  provide  coordinated 
care  for  the  elderly  through  a  menu  of  care  options  with  an  emphasis  on 
preventing  institutionalization  is  described  in  the  Special  Report  on 
Elderly  Choices. 

o  Alternative  long-term  care  systems.  Detailed  in  the  Community-Based 
Long-Term  Care  section  and  Special  Report  on  Elderly  Choices, 
financing  other  types  of  care  for  elderly  individuals  in  Massachusetts 
will  simultaneously  relieve  the  pressure  for  nursing  home  beds  and 
control  Medicaid  expenditures,  assuring  high  quality  care  for  the  elderly 
in  a  more  cost-effective  way. 

o  "On  Lok"  model  of  managed  care  for  the  elderly.  The  East  Boston 
Neighborhood  Health  Center  will  begin  managing  a  program  of  capitated 
care  through  the  On  Lok  model.  On  Lok  Senior  Health  Services  in  San 
Francisco  operates  a  program  for  frail  elderly  people  that  delivers 
comprehensive  health  and  health-related  services  and  assumes  total 
financial  risk  for  the  costs  of  caring  for  those  clients.  The  On  Lok 
program  has  realized  savings  through  selective,  short-term  use  of  nursing 
homes  for  its  particularly  frail  patients.  The  Department  expects  similar 
benefits  from  its  experience  with  the  On  Lok  model 

o  Placement  of  ET  graduates.  In  response  to  the  increasing  labor 
shortage  and  growing  need  for  trained  personnel  in  the  health  care 
field,  the  Department  plans  to  work  with  the  nursing  home  industry  to 
train  and  place  graduates  of  the  ET  program  into  jobs  such  as  nurse's 
aides  in  nursing  homes. 

o  Enhanced  Medicare  financial  participation.  As  detailed  above,  the 
Department  will  continue  to  seek  arrangements  with  individual  providers 
and  the  federal  Health  Care  Financing  Administration  to  reduce  the 
barriers  to  a  more  equitable  distribution  of  nursing  home  and  total  long- 
term  care  costs. 

o  Quality  Incentive  Program  (QUIP').  This  program  will  be  designed  to 
improve  both  the  quality  of  care  and  the  quality  of  life  for  Medicaid 
nursing  home  residents.  QUIP  would  provide  incentives  for  facilities 
that  offer  services  above  minimum  quality  standards.  Homes  would  be 
evaluated  in  six  areas:  facility  structure  and  environment,  resident 
involvement,  community  and  family  participation,  resident  satisfaction, 
resident  care  planning,  and  intensive  intervention  programs. 
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Nurse  Case  Management  Initiative.  This  initiative  is  designed  to  improve 
care  in  long-term  care  facilities  by  monitoring  each  facility  at  least 
twice  a  month,  and  through  consultation  with  providers  on  individual 
facility  problems  and  individual  Medicaid  patients.  Better  quality  of 
care  would  result  from  improved  patient  care  techniques.  This  model 
will  be  implemented  in  conjunction  with  the  Quality  Incentive  Program. 

Long-Term  Care  Insurance.  Through  long-term  care  insurance,  elders, 
while  they  are  healthy,  would  be  able  to  purchase  insurance  that  would 
pay  for  nursing  home  care  if  it  is  needed  in  the  future.  The 
Legislature  and  Administration  are  currently  studying  the  promotion  of 
long-term  care  insurance. 
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ACUTE  HOSPITAL  SERVICES 


OVERVIEW:  1983-1988  PERFORMANCE 

Acute    hospitals    in   Massachusetts   provide    a    comprehensive    array   of   services   to 
Medicaid  recipients. 

o  In  FY87,  the  Department  spent  $397.9  million  for  acute  hospital  inpatient 
and  outpatient  services  -  approximately  30%  of  the  Medicaid  budget. 
As  such,  acute  hospital  services  are  the  second  largest  component  of  the 
Medicaid  budget  after  nursing  homes. 

o  In  FY86,  more  than  82,000  patients  were  discharged  from  acute  inpatient 
hospitals.  As  the  pie  chart  below  shows,  families  accounted  for  most 
hospital  inpatient  discharges  (68%). 


FY86  ACUTE  HOSPITAL  DISCHARGES 
By  Category  of  Assistance 


Families — 68* 


Elderly — 9% 


Disabled — 23% 


o  Medicaid  makes  up  about  10%  of  total  hospital  spending  in 
Massachusetts. 

o  Although  more  than  108  hospitals  participate  in  the  Medicaid  program, 
as  the  graphs  on  the  following  page  illustrate,  only  10  hospitals  account 
for  almost  half  of  Medicaid's  acute  hospital  expenditures  for  both 
inpatient  and  outpatient  services. 
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TEN  HOSPITALS  ACCOUNT  FOR 

MORE  THAN  HALF  OF  FY87  MEDICAID 

INPATIENT  HOSPITAL  SPENDING 


Bay  state — 5* 
Mass.  General — 5* 

Brig.&  Women's — 5* 

Children's — 5* 

Beth  Israel — 3* 

University — 2* 

Lynn — 2% 

Charlton — 2% 


N.E.  Med.  Ctr. — 5* 


BCH — 19* 


Other  Hosp. — 47* 


Total  Spending  $284M 


TEN  HOSPITALS  ACCOUNT  FOR 
NEARLY  HALF  OF  FY87  MEDICAID 
OUTPATIENT  HOSPITAL  SPENDING 


Bay  state — 
N.E.  Med.  Ctr. — 4.6X, 

Children's- 

-6.7* 

w    BCH — 7.2* 

Brig.&  Women's — 4.6*   /\ 

Mass.  General — 3.6*,/**^ 

irsjf  ,•■■■■■■■■■■■■■■■■,■.■,■■■■■■■.•,■  v,\v,\  \ 

Beth  Israel — 3.0%-f         ■ 

111   villi 

St.  Lukes — 2.2* -1 

Brockton — 2.1*-t— - — 
Carney — 1.9*  "\fffl 

.   .■.■ 
■.   ..■„■■.■..  ■   ■  . 
■■■   '■■■..■■    .   ■■  ■ 

..:■■■; 
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Other  Hosp. — 59.2* 


Total  Spending  $114M 


283 


o    Families    also    account    for    most    acute    inpatient    and    outpatient    hospital 
expenditures. 


FY87  ACUTE  HOSPITAL  EXPENDITURES 
By  Category  of  Assistance 


Families — 6756 


Disabled — 42% 


Disabled — 28% 


Elderly — 5% 


Elderly — 13* 


Families — 46* 


Acute  Hospital 
Outpatient  Services 


Acute  Hospital 
Inpatient  Services 


o    Only  five  diagnostic  categories  represented  more  than  half  (52%)   of  FY86 
Medicaid  inpatient  procedures. 
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FIVE  INPATIENT  DIAGNOSES 
ACOUNTED  FOR  OVER  50%  ... 

Injury/Poison — 11* 

^j^SSafe,.      Circulatory — 11* 

Pregnancy — 10SB    >/_\  /  n. 

/^^::::':::::::'X^ '::•/         ^^^Psychiatric  — 11* 
Respiratory — 9*-/- ^*!^:-:-:^::>:7:--:::|!^4^^_.'J^^m 


Other — 48* 


OF  INPATIENT  EXPENDITURES 

IN  FY  86 


While  national  hospital  spending  has  increased  on  average  of  6.8%  a  year  since 
1983,  Medicaid  spending  for  acute  hospitals  has  been  held  to  an  average 
increase  of  about  6%  annually  during  this  period  (not  adjusted  for  hospital 
settlements).  In  keeping  with  the  Department's  goal  of  providing  high  quality, 
cost-effective  care  in  the  most  appropriate  setting,  the  Welfare  Department  has 
been  focusing  attention  on  ensuring  appropriate  utilization  of  acute  hospital 
services.     Initiatives  that  address  this  issue  include: 

O     Prft-AHmissipn   {frrpftning 

As  of  January  1987,  all  elective  admissions  of  Medicaid  recipients  to  any 
hospital  in  the  state  must  be  reviewed  by  a  Department  contractor  to 
assure  that  the  admission  is  necessary  and  that  the  patient  is  most  ap- 
propriately treated  on  an  inpatient  basis.  This  program  began  screening 
elective  admissions  in  teaching  hospitals  and  was  later  expanded  to 
include  all  hospitals.  In  FY88  it  will  be  further  expanded  to  include 
certain  non-elective  admissions. 
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o   HpiMi  eerier* 

The  Health  Choices  program,  described  in  more  detail  in  another  section 
of  this  narrative,  was  initiated  in  early  FY87.  Health  Choices  is  the 
Department's  pre-paid  capitated  program  of  managed  care  offered 
through  Health  Maintenance  Organizations  and  Community  Health 
Centers.  It  directly  addresses  access  problems  that  have  caused 
Medicaid  recipients  to  rely  on  expensive  hospital  emergency  rooms  and 
outpatient  departments  for  primary  care.  The  program  emphasizes  the 
provision  of  health  care  in  community  settings.  In  addition,  prepaid 
capitated  reimbursement  arrangements  with  managed  care  providers 
contain  incentives  to  reduce  inappropriate  hospital  utilization,  particular- 
ly of  inpatient  services.  Through  December  FY88,  nearly  25,000 
recipients  have  been  enrolled  in  managed  care  plans,  with  a  goal  of 
30,000  by  the  end  of  FY88. 

o    Second  Surgical  Opinion  Piogram 

Massachusetts  was  one  of  the  first  Medicaid  programs  to  institute  a 
Second  Surgical  Opinion  Program  for  certain  procedures,  such  as 
hysterectomy,  that  are  sometimes  performed  unnecessarily.  In  this 
program,  physicians  proposing  certain  elective  surgical  procedures  must 
contact  the  Department's  contractor  to  arrange  for  a  second  opinion. 
This  program  allows  recipients  to  make  more  informed  decisions  about 
surgery  and  has  reduced  the  rate  of  Medicaid  surgical  procedures  by  as 
much  as  20%  statewide. 

o    AdmEJstrative  Dav  (AD^  Manapwnent  Project 

The  AD  project  is  aimed  at  reducing  the  number  of  patients  in  acute 
hospitals  waiting  for  nursing  homes  placement.  This  management 
initiative  has  resulted  in  the  placement  of  over  2,700  heavy  care  patients 
from  inappropriate  and  costly  acute  hospital  stays  (about  $200  per  day) 
to  nursing  homes  (about  $65  per  day). 

o    High  Href  Cjsc  Management 

In  FY88,  the  Department  will  implement  a  program  of  case  management 
for  intensive,  high  cost,  inpatient  hospital  stays  such  as  ventilator- 
dependent  children  and  individuals  with  spinal  cord  injuries  who  may  be 
more  appropriately  cared  for  in  alternative  settings  or,  ideally,  at  home. 
This  initiative  will  control  expenditures  by  providing  appropriate  care  to 
recipients  in  a  cost-effective  setting,  reducing  lengths  of  stay  in 
specialized  units  and  rehabilitation/long-term  care  units,  substituting 
home  health  care  services  for  hospitalization,  and  decreasing  costs  for 
equipment  and  supplies. 
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HOSPITAL  pFTMR^TRSEMENT 

Between  October  1982  and  September  1985,  hospital  expenditures  were 
determined  pursuant  to  Chapter  372  of  the  Acts  of  1982,  the  Commonwealth's 
hospital  cost-containment  law.  Under  Chapter  372,  for  the  first  time  the 
methodology  used  to  determine  acute  hospital  reimbursement  rates  was  the 
same  for  all  payers:  Medicaid,  Blue  Cross,  and  commercial  insurance 
companies.  Under  the  terms  of  a  federal  waiver  demonstration  project, 
Medicare  also  participated  in  this  all-payer  system. 

In  October  1985,  the  all-payer  system  ended,  as  Medicare  began  reimbursing 
hospitals  using  a  prospective  payment  system,  which  pays  a  fixed  price  for 
each  hospital  admission  in  a  diagnosticalry  related  group  (DRG).  Chapter  574 
of  the  Acts  of  1985  amended  Chapter  372  to  continue  the  basic  Chapter  372 
payment  mechanism  for  the  three  other  major  payers,  and  added  the  fol- 
lowing: 

o  Protection,  for  Medicaid  and  the  other  payers,  against  cost  shifting 
that  could  result  from  the  Medicare  DRG  system; 

o  A  statewide  free  care  and  bad  debt  pool  from  which  payers  fully 
reimburse  hospitals  for  uncompensated  care  by  means  of  a  13%  surcharge 
in  hospital  bills  so  that  any  individual  hospital  is  not  forced  to  raise  its 
rates  for  private  pay  patients  to  cover  higher  bad  debt  and  free  care 
services; 

o  Provision  for  the  private  sector  to  increase  its  contribution  to  bad 
debt/free  care  payments  by  $20  million  in  order  to  compensate  for 
Medicare's  withdrawal  from  free  care  payment  under  the  DRG  system; 
and 

o  An  advocacy  office  in  the  Department  of  Public  Health  to  protect  the 
rights  of  Medicare  patients. 

The  payment  system  established  by  Chapter  574  expired  on  September  30, 
1987.  Comprehensive  legislative  initiatives  to  succeed  Chapter  574  are  being 
considered  in  the  Legislature. 

During  the  interim  period,  hospitals  will  be  reimbursed  according  to  their 
established  Medicaid  percentage  of  charge  for  rate  year  1987.  Under  the 
interim  hospital  rates,  Medicaid  expenditures  could  increase  by  up  to  4.6% 
(the  inflation  adjustment)  if  all  hospitals  request  inflationary  increases.  In 
addition,  charge  increases  can  be  obtained  for  costs  of  bad  debt  and  free 
care,  certain  Determination  of  Need  related  costs,  and  other  extraordinary 
costs. 

Following  is  a  summary  both  of  the  major  provisions  of  the  original 
Chapter  372  reimbursement  law,  and  of  the  major  legislative  amendments  since 
implementation  of  the  law  in  October  1982. 
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A.  Mqjor  EnaJSMB  Of  ft**]***  rn- 

Before  the  enactment  of  Chapter  372,  varying  methodologies  for 
determining  rates  of  payment  across  hospital  payers  made  costs  difficult  to 
control  because  each  methodology  created  different  financial  incentives  for 
hospital  management  In  part,  this  fueled  the  growth  of  hospital  costs  in 
Massachusetts  which  were  reported  as  being  well  above  the  national  average 
for  hospital  inflation.  One  of  the  primary  purposes  of  Chapter  372  was  to 
create  a  uniform  acute  hospital  reimbursement  system.  Its  provisions  were 
designed  to  create  incentives  for  hospitals  to  control  and  reduce  costs. 

The  new  reimbursement  system  was  implemented  through  Hospital 
Agreement-29  (HA-29),  negotiated  earlier  between  Blue  Cross  and  the  Mas- 
sachusetts Hospital  Association  and  approved  by  the  Rate  Setting 
Commission  in  1981.  In  this  agreement,  which  defined  allowable  costs,  all 
payers  were  paid  on  the  basis  of  HA-29,  but  with  varying  levels  of 
discounts,  the  largest  of  these  being  the  Medicaid  discount.  This 
predetermined  total  budget,  established  for  a  given  hospital  year  based  on 
hospital  rate  year  1981  costs,  is  known  as  the  Maximum  Allowable  Cost 
(MAC).  Each  year  the  1981  base-year  costs  are  adjusted  for  inflation, 
volume  changes,  and  exceptions.  No  hospital  receives  more  revenues  than 
were  budgeted  in  the  MAC.  If  a  hospital  spends  less  than  its  predeter- 
mined budget,  it  can  retain  the  savings;  however,  it  must  absorb  costs  in 
excess  of  its  budget. 

Over  the  course  of  the  budget  year,  all  payers  reimburse  the  hospital  at  a 
rate  calculated  to  generate  the  approved  annual  MAC  level  of  revenues.  At 
the  end  of  the  year  actual  revenues  are  compared  to  the  MAC,  and  final 
liability  is  then  allocated  among  payers  and  paid  through  a  settlement 
process.  In  FY87,  the  Department  paid  a  total  of  approximately  $23.4 
million  in  hospital  settlements  for  hospital  rate  years  1983  and  1984.  In 
FY88  the  total  settlement  liability  is  projected  to  be  $41  million. 

Medicaid's  liability  is  calculated  by  adding  the  hospital's  total  charges  for 
the  year  and  then  calculating  the  proportion  of  services  delivered  to 
Medicaid  patients.  After  the  allocation  of  gross  charges  among  payers, 
Medicaid's  share  is  discounted  using  a  hospital-specific  Medicaid  payment 
ratio.  By  locking  in  the  1982  level  of  Medicaid  payment,  Medicaid's 
historical  discount  was  continued  under  the  new  methodology,  however,  it 
also  prevented  Medicaid  from  realizing  the  benefits  of  new  management 
initiatives  designed  to  control  costs  and  utilization  of  services. 

B.  FY84  Medicaid  frnmip*  -  Intensity  Effect*  and  Chapter  347 

Effective  October  1983  (the  beginning  of  the  second  hospital  rate  year 
under  Chapter  372),  Medicaid  reimbursement  to  acute  hospitals  moved  from 
a  transitional  per  diem  system,  which  guaranteed  55%  savings  to  Medicaid, 
to  the  "true"  Chapter  372  reimbursement  methodology  based  on  the 
percentage  of  charge  for  Medicaid  recipients'  services.  This  methodology 
included  anticipated  "intensity  effect"  savings  due  to  the  lower  severity  of 
illness  of  Medicaid  recipients  relative  to  other  payers,  such  as  Medicare. 

It  was  generally  assumed  that  Medicaid  savings  on  inpatient  services  due  to 
the   combined  impact   of  the  guaranteed  savings  and  the  new  intensity  effect 
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would  total  approximately  11%  to  12%  in  1964,  or  a  projected  $13  million. 
Early  in  rate  year  1984,  however,  an  analysis  indicated  that  Medicaid 
"intensity  effect"  savings  in  rate  year  1984  actually  ranged  from  22%  to 
26%.  This  was  substantiated  by  monthly  data,  which  showed  that  actual 
Medicaid  hospital  spending  in  FY84  was  substantially  less  than  originally 
projected. 

The  larger  than  expected  "intensity  effect"  Was  caused  by  an  error  in  the 
reimbursement  methodology.  This  miscalculation  resulted  in  unintended 
Medicaid  savings  for  inpatient  services  of  about  $15  million  in  FY84.  Since 
the  formula  error  was  a  consequence  of  Chapter  372  as  originally  enacted, 
the  legislation  was  amended  by  Chapter  347  of  the  Acts  of  1984  in 
December  1984.  This  legislation,  designed  to  correct  the  Medicaid  formula 
error  for  rate  year  1984  and  rate  year  1985  services,  mandated  the  state  to 
pay  an  additional  $55  million  for  hospital  rate  years  1984  and  1985  together, 
and  to  include  $40  million  of  that  payment  in  the  subsequent  base  year 
payment  ratio.  However,  in  return  the  state  obtained  a  guarantee  of  access 
to  hospital  services  for  the  GR  population. 

C.  Major  Provisions  Of  Chapter  574 

In  1985,  Medicare  moved  to  the  prospective  payment  Diagnostic  Related 
Group  system  in  Massachusetts,  and  legislation  was  passed  that  turned  the 
Chapter  372  system  from  a  four-payer  system  into  a  three-payer  system. 

Under  the  Medicare  Diagnostic  Related  Groups  system,  each  patient  is 
classified  into  one  of  470  DRGs.  The  classification  depends  on  principal 
and  secondary  diagnoses,  and  on  the  type  of  surgical  procedures  performed. 
The  hospital  is  paid  a  fixed,  predetermined  amount  for  each  patient  in  a 
Diagnostic  Related  Group.  As  under  Chapter  372,  this  system  encourages 
hospitals,  and  consequently  physicians,  to  discharge  patients  as  soon  as 
possible  and  to  admit,  within  each  Diagnostic  Related  Group,  relatively 
healthier  patients.  Because  of  concern  about  adverse  effects  on  Medicare 
beneficiaries,  Chapter  574  established  an  advocacy  office  in  the  Department 
of  Public  Health  to  act  as  an  ombudsman  to  protect  the  rights  of  the 
elderly. 

The  following  is  a  more  detailed  description  of  two  of  the  major  provisions 
of  Chapter  574. 

o  Cost  Shifting  With  the  advent  of  the  DRG  system  for  Medicare 
services,  hospitals  have  an  incentive  to  shift  costs  away  from  Medicare 
by  lowering  charges  for  some  services  and  raising  charges  for  others,  as 
long  as  total  charges  were  below  an  approved  level  For  example,  a 
hospital  might  lower  charges  for  oncology  services  and  raise  charges  for 
obstetric  services.  '  In  order  to  prevent  this  cost  shifting^  Chapter  574 
established  new  controls  on  non-Medicare  gross  patient  service  revenue 
to  protect  Medicaid,  Blue  Cross,  and  the  commercial  insurers  against 
cost  shifting. 
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o  Uncompensated  Care  Pool  Chapter  574  changed  the  method  by  which 
hospitals  receive  reimbursement  for  bad  debt  and  free  care  by 
establishing  an  uncompensated  care  pool.  This  provided  for  all 
hospitals  to  raise  their  prices  a  uniform  amount  of  13%  above  the  level 
needed  to  recover  patient  care  costs.  Previously,  under  Chapter  372,  a 
hospital  could  raise  its  rates  to  private  pay  patients  to  cover  the  costs 
of  bad  debt  and  free  care,  but  this  meant  that  hospitals  with  large 
amounts  of  bad  debt  and  free  care  had  relatively  high  prices.  Under 
this  system,  hospitals  that  raise  more  money  than  they  needed  to  cover 
their  own  bad  debt/free  care  costs  pay  the  excess  into  the  "pool," 
administered  by  Blue  Cross  under  direction  from  the  Rate  Setting 
Commission,  and  hospitals  that  raise  less  money  than  they  need  receive 
payments  from  the  pool,  reducing  the  financial  disincentives  of  serving 
the  uninsured  poor. 

In  addition,  under  Chapter  372,  Medicare  contributed  approximately  $20 
million  in  free  care  payments;  the  DRG  system,  however,  has  no  explicit 
allowance  for  such  payments.  Consequently,  Chapter  574  incorporated  an 
agreement  by  the  private  payers  (Blue  Cross  and  the  commercial  insurers) 
to  increase  their  free  care  payments  to  cover  the  $20  million. 


FY89  AGENDA  AND  REQUEST 

The  H.l  request  for  FY89  includes  $390.1  million  for  acute  hospital  services. 
The  Department  is  proposing  a  number  of  initiatives  in  the  hospital  services 
area: 

o  Educate  providers  by  utilizing  provider  practice  reports  that  identify 
differences  in  treatment  patterns  across  provider  groups. 
Additionally,  this  information  will  assist  with  high  cost  case 
management  and  selective  contracting. 

o  Educate  recipients  who  have  high  outpatient  department  and 
emergency  room  utilization  rates.  Where  appropriate,  these  recipients 
are  referred  to  Health  Choices  staff  in  local  offices. 

o  Reduce  AD  expenditures  by  continuing  the  AD  management  project  and 
potentially  transferring  patients  from  high  cost  acute  hospitals  to  lower 
cost  nursing  homes  or  chronic  hospitals  if  necessary. 

o  Reduce  hospital  lengths  of  stay  -  by  utilizing  social  workers  to  assist 
with  placement  of  AD  and  other  longer  stay  patients. 

o  Contract  with  ambulatory  surgical  centers  -  beginning  in  late  FY88  to 
perform  certain  outpatient  surgical  procedures  currently  done  on  an 
inpatient  basis. 
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CHRONIC  AND  REHABILITATION  HOSPITALS 


OVERVIEW:     1983-1988  PERFORMANCE 

In  FY87,  the  Department  reimbursed  chronic  and  rehabilitation  hospitals  for 
care  for  6,200  patients  at  a  total  cost  of  $157  million,  or  23%  of  the 
institutional  long-term  care  budget.  Spending  for  chronic  hospital  care  is 
costly,  in  part,  because: 

o    Almost  25%  of  all  chronic  hospital  beds  in  the  VS.  are  in  Massachusetts; 

o    65%    of    all    patients    in    chronic    hospitals    would    be    more    appropriately 
cared  for  in  nursing  homes;  and 

o    Daily   care    in   a   chronic   hospital   is   almost   three   times   as   expensive   as 
nursing  home  care  ($170  vs.  $65). 

While,  for  many  individuals,  services  available  at  these  facilities  are 
necessary,  concerns  have  arisen  about  the  placement  of  these  patients,  many  of 
whom  are  on  Administrative  Day  (AD)  status  and  would  be  more  appropriately 
cared  for  in  nursing  homes.  One  of  the  Department's  goals  therefore  is  to 
ensure  that  the  primary  mission  of  chronic  hospitals  is  providing  specialized 
long-term  care  for  patients  with  chronic  conditions  such  as  head  trauma,  spinal 
cord  injuries,  and  comas. 

By  FY89,  530  chronic  hospital  beds  will  have  closed  or  been  converted  into 
nursing  home  beds  since  FY85  as  a  result  of  the  following  activities: 

o    Strategies    to    restructure    the    scope    of    long-term    care    delivered    at 
facilities  that  are  greatly  under-  or  inappropriately  utilized; 

o    A   new   reimbursement   methodology   that   closely   ties   hospital   payments  to 

the    level    of    medical    care    its    patients    require    and    that    discourages  a 

hospital   from   accepting  patients  who   might   be   better   served   elsewhere  in 
the  long-term  care  system;  and 

o    A    utilization    review    process    that    identifies    hospitals    with    large    numbers 
of  nursing  home  level  patients. 


SCOPE  OF  THE  PROGRAM 

Currently,  thirty-one  facilities  provide  chronic  and  rehabilitation  hospital 
services  to  Medicaid  recipients.  Twenty-seven  private,  municipal,  or  state 
hospitals  are  funded  out  of  the  Department's  Medicaid  account;  almost  all 
provide  only  chronic  and/or  rehabilitative  care  (two  are  acute  hospitals  with 
chronic  care  units).  The  four  remaining  chronic  hospitals  are  operated  by  the 
Department  of  Public  Health  (DPH),  which  receives  annual  line-item  ap- 
propriations from  the  Legislature.  On  behalf  of  these  state  facilities,  the 
Department  recovers  federal  Medicaid  revenue  for  services  provided  to 
Medicaid-eligible  recipients.  Beginning  in  January  1988,  two  of  the  six  state 
hospitals,   Rutland   Heights   and  Western   Massachusetts   Hospitals,  will  be  funded 
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out  of  the  Medicaid  budget  and  will  therefore  rely  solely  on  their  Medicaid 
billings. 

Overall,   as   of  FY86  only  approximately  84%  of  chronic  hospital  beds  are  filled. 

Medicaid  occupancy  rates  vary  greatly,  however:  Medicaid  census  as  a 
portion  of  total  days  in  chronic  hospitals  ranges  from  25%  to  99%  (on 
average,  about  63%). 

Patients  in  chronic  hospitals  fall  into  three  groups: 

o    About  60-65%  are  on  Administrative  Day  status  awaiting  placement  into  a 
nursing  home; 

o    An  estimated  15-20%  require  rehabilitative  services;  and 

o    Another  15-25%  have  chronic  health  problems. 

Patients  requiring  rehabilitation  most  frequently  may  have  one  or  more  of  the 
following  conditions: 

o  Spinal  cord  injury,  congenital  condition  or  degeneration; 

o  Head  trauma; 

o  Central  nervous  system  disorders; 

o  Musculoskeletal  disorders; 

o  Convulsive  disorders-; 

o  Amputation  and  orthopedic  disabilities;  and 

o  Cardiovascular  problems  with  related  physical  disabilities. 

In  contrast,  chronic  care  patients  require  care  from  physicians  and  others 
merely  to  maintain  their  health  status.  For  the  most  part,  they  require  more 
such  care  than  do  nursing  home  patients.  Chronic  care  patients  typically 
have  five  or  six  different  conditions.  The  most  common  primary  diagnoses  are 
hypertension,  coronary  artery  disease,  diabetes,  and  cancer. 


ISSUE:     BED  UTILIZATION  AND  SUPPLY 

Chronic  hospitals  have  been  the  focus  of  considerable  debate  over  the  last 
decade.  While  there  are  approximately  5,700  chronic  and  rehabilitation  hospital 
beds  in  Massachusetts,  almost  one-fourth  of  the  nationwide  total,  there  is 
little  evidence  to  suggest  that  the  chronic  hospital  system  has  developed  in 
response  to  a  direct  need  for  this  intensive  level  of  care.  The  Office  of  State 
Health  Planning  estimates  that  Massachusetts  needs  63  chronic  hospital  beds 
per  1,000  elderly,  or  approximately  4,600  beds  statewide.  At  present, 
Massachusetts  has  a  supply  equivalent  to  7.9  chronic  hospital  beds  per  1,000 
elderly,  translating  into .  a  potential  oversuppry  of  approximately  1100  beds. 
Given  that  Medicaid  is  the  primary  payer  of  chronic  hospital  services,  and 
given  the  cost  differential  of  about  $110  per  day  between  chronic  hospitals  and 
nursing  homes,  an  oversuppry  of  beds  has  significant  fiscal  implications  for 
the  state. 
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In  conjunction  with  the  Executive  Office  of  Human  Services,  lb;  Department 
has  focused  on  better  utilization  of  chronic  hospitals,  in  particular  on  more 
appropriate  use  of  beds.  Efforts  have  emphasized  the  downgrading  of 
facilities  to  nursing  home  level  and/or  moving  patients  with  lower  care  needs 
such  as  AD  patients  to  nursing  home  beds.  The  most  important  factors  in 
these  decisions  are  the  availability  of  appropriate  placements  in  nearby 
facilities,  and  ensuring  that  transferred  patients  continue  to  receive  high 
quality  care. 


SOLUTIONS 

The  Department  has  taken  the  following  steps  to  respond  to  this  issue. 

Mjydjmzjag  Medicare  Payments.  Until  now,  chronic  hospitals  have  improperly 
billed  Medicaid  for  some  ancillary  and  other  services  of  patients  who  are  both 
Medicaid  and  Medicare  eligible.  In  the  past,  claims  forms  did  not  itemize  the 
portion  of  chronic  hospitals'  charges  that  were  owed  by  Medicare.  The  claims 
forms  that  chronic  hospitals  are  now  required  to  use  will  allow  identification 
of  the  portion  of  charges  owed  by  Medicare.  In  FY88,  the  Department  is 
recovering  these  incorrectly  billed  charges. 

Utilization  Review.  In  FY84,  the  Department  established  a  chronic  hospital 
utilization  review  program,  in  part  to  determine  whether  hospitals  were  billing 
the  Department  at  the  appropriate  levels  of  care.  Each  chronic  hospital  was 
subject  to  two  on-site  reviews  in  FY84  (with  the  exception  of  six  hospitals 
that  have  brought  suit  against  the  Department  concerning  both  its  utilization 
review  authority  and  the  level-of-care  criteria).  The  primary  purpose  of  the 
first  review  was  simply  to  educate  the  hospitals  on  the  appropriate  application 
of  the  regulations.  The  second  review,  however,  focused  more  specifically  on 
compliance  monitoring  and  yielded  a  60%  average  rate  of  disagreement  between 
the  Department  and  the  hospital  for  chronic  patients'  billing.  This  high  rate 
of  incorrect  billing  convinced  the  Department  to  review  100%  of  chronic 
hospital  claims.  By  doing  so,  the  Department  has  gauged  the  number  of  AD 
days  in  each  hospital,  allowing  cumulative  recoupments  of  $1  million  and  cost 
avoidance  of  $3.5  million  of  AD  penalties  through  December  1987. 

Revised  Reimbursement  Methodology.  Prior  to  October  1986,  chronic  hospitals 
and  other  non-acute  hospitals  were  reimbursed  on  a  per  diem  basis.  A  given 
year's  rate  was  calculated  using  all  actual  costs  during  a  base  year,  adding  the 
appropriate  number  of  years  of  inflation  and  then  dividing  allowable  costs  by 
total  patient  days.  Certain  components  of  this  rate  were  reduced  to  establish 
lower  rates  for  hospital  patients  on  Administrative  Day  status.  This  system 
provided  little  or  no  incentive  for  hospitals  to  practice  any  form  of  cost 
control.  It  not  only  recognized  almost  all  costs,  but  gave  providers  an 
incentive  to  make  each  year's  spending  as  high  as  possible,  since  those  costs 
would  then  be  recognized  in  the  base  for  subsequent  rates. 

This  reimbursement  methodology  has  been  replaced  by  a  new,  prospective 
methodology  which  became  effective  October  1,  1986.  The  new  methodology 
differs  from  the  old  one  in  several  ways: 
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o  Hospital  allowable  costs  are  determined  from  a  base  year  that  has  been 
fixed  at  FY84.  Certain  cost  screens  disallow  excessive  costs. 
Adjustments  are  allowed  for  cost  increases  or  decreases  resulting  from 
changes  in  volume,  case-mix,  inflation,  or  other  factors. 

o  Reimbursement  has  been  changed  from  a  per  diem  to  a  charge-based 
system,  which  is  more  responsive  to  a  hospital's  changing  case  mix. 
Under  the  prior  system,  reimbursement  for  each  patient  did  not  vary 
according  to  the  level  of  services  utilized,  creating  undesirable 
incentives  to  reduce  admissions  or  to  restrict  inappropriately  the 
resource  use  of  heavy-care  patients.  Under  the  new  system,  the  propor- 
tion of  hospital  charges  allowable  for  Medicaid  reimbursement,  called  the 
payment  on  account  factor  (PAF),  is  calculated  for  each  hospital. 
Medicaid  pays  approved  charges  multiplied  by  the  PAF. 

o  The  payment  mechanism  for  Administrative  Day  patients  has  been 
revised.  These  patients  do  not  require  the  specialized  and 
comprehensive  services  of  chronic  hospital,  and  could  be  served  more 
appropriately  in  nursing  homes,  rest  homes,  or  the  community.  There 
are  no  longer  separate,  reduced  rates  for  AD  services.  Under  the  new 
system,  services  provided  to  all  hospital  patients,  whether  hospital  or  AD 
level,  are  reimbursed  through  the  charge-based  system  where  payment 
levels  reflect  the  level  of  services  received  by  an  individual  patient. 
Since  AD  patients  generally  require  less  intensive  care,  they  will  incur 
fewer  and,  hence,  lower  charges  than  hospital  level  patients.  In 
addition,  to  adjust  for  the  lower  cost  of  care  which  most  AD  patients 
require,  the  hospital's  PAF  is  decreased  in  proportion  to  the  percentage 
of  AD  patients  which  it  historically  has  served. 


FY89  AGENDA  AND  REQUEST 

The  House  1  request  for  FY89  includes  $167.1  million  for  chronic  and 
rehabilitation  hospitals.  For  FY89,  the  Department  will  continue  efforts  to 
assure  high  quality  care  at  appropriate  levels  of  intensity  for  all  long-term 
care  clients,  including  chronic  hospital  patients,  by: 

o  Encouraging  the  relicensure  (Le.,  the  downgrade)  to  nursing  homes  of 
chronic  hospitals  with  particularly  high  numbers  and  costs  of  AD 
patients  so  as  to  reflect  their  actual  function; 

o  Working  with  the  Rate  Setting  Commission  to  revise  the  reimbursement 
structure  so  as  to  encourage  the  placement  of  AD  patients  in  chronic 
hospitals  into  nursing  homes; 

o    Selective  contracting  for  patients  with  particular  special  needs;  and 

o  Beginning  prospective  case-mix  reimbursement  for  nursing  homes  to 
provide  incentives  to  accept  high  care  AD  patients,  including  those  in 
chronic  hospitals. 
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PHYSICIAN  SERVICES 


OVERVIEW:     1983-1988  PERFORMANCE 

The  Department's  principal  goal  in  the  area  of  physician  services  over  the 
past  four  years  has  been  to  ensure  that  Medicaid  recipients  have  access  to  the 
same  level  of  medical  care  -  and  particularly  preventive  care  -  that  is 
available  to  people  who  are  covered  by  private  insurance  policies.  To  achieve 
thigt  the  Department's  objective  has  been  to  recruit  and  retain  an  adequate 
number  of  physicians  in  the  Medicaid  program.  Toward  this  goal,  the 
following  has  been  achieved: 

o  Health  Choices.  Recipients  may  now  receive  up  to  a  year  of  managed 
health  care  by  enrolling  in  the  Health  Choices  program. 

o  Physician  Fees  Up  32%.  Low  rates  of  reimbursement  have  been  the 
overriding  reason  physicians  cite  for  non-participation  in  the  Medicaid 
program.  In  FY86,  it  became  the  Department's  policy  to  pay  physicians 
at  or  above  market  rate  to  redress  these  historically  low  rates.  As  a 
result,  non-surgical  physician  rates  were  raised  by  a  weighted  average  of 
approximately  32%. 

o  Surgical  Rates  Up  56%.  In  FY88,  rates  for  surgical  procedures  were 
raised  an  average  of  56%.  Rates  for  physicians,  laboratory  services,  and 
radiology  were  increased  an  additional  35%  in  FY88. 

o  Global  Fee  for  Obstetrical  Care.  As  an  incentive  to  physicians  to  offer 
high  quality,  comprehensive  perinatal  care  to  Medicaid  clients,  the 
Department  and  the  Rate  Setting  Commission  established  an  all-inclusive 
"global  fee"  to  reimburse  physicians  for  obstetrical  care.  Physicians  are 
able  to  bill  once  for  the  entire  package  of  obstetrical  services,  thereby 
reducing  paperwork. 

-  In  FY88,  the  rate  for  the  enhanced  global  fee  was  increased  48%  to 
over  $1^500,  making  Medicaid  one  of  the  best  payers  of  obstetrical 
care  in  the  state. 

-  In  FY87,  an  estimated  5,700  deliveries,  or  over  60%  of  all  Medicaid 
deliveries,  were  financed  through  the  global  fee. 

-  As  a  result  of  this  competitive  global  fee  and  other  efforts, 
approximately  120  additional  Ob/Gyns  enrolled  in  the  Medicaid 
program  between  Jury  1985  and  June  1987. 

o  Reimbursement  for  Physician's  Assistants  and  Nurse  Practitioners.  To 
improve  the  delivery  of  primary  care  to  nursing  home  residents  while 
reducing  outpatient  hospital  expenditures,  a  Medicaid/Medicare-sponsored 
federal  demonstration  waiver  allows  institutionalized  Medicaid  recipients 
to  receive  visits  from  licensed  physician's  assistants  and  nurse 
practitioners  instead  of  having  to  visit  hospital  emergency  rooms.  This 
program,  the  "Nursing  Home  Connection,"  serves  approximately  2^00 
Medicaid  nursing  home  residents  each  month. 
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Creation  of  Intermediate  Office  Visit.  In  FY88,  a  new  rate  was  created 
for  an  "intermediate  office  visit"  lasting  from  30  to  45  minutes.  While 
the  creation  of  this  procedure  is  expected  to  result  in  additional 
expenditures  in  FY88,  over  time  it  may  save  money  as  physicians  opt  to 
use  it  in  lieu  of  the  one  hour  visit. 


SCOPE  OF  THE  PROGRAM 

FY87  expenditures  for  physician  services  totalled  $70.6  million.  Over  13,000 
physicians  are  currently  enrolled  in  the  Medicaid  program,  covering  a  wide 
range  of  specialties  including  family  practice,  surgery,  obstetrics  and 
gynecology,  pediatrics,  internal  medicine,  radiology  and  opthalmology. 

The  chart  below  shows  Medicaid  expenditures  for  physician  services  by 
recipient  category. 


FAMILIES  ACCOUNT  FOR  MOST 
PHYSICIAN  EXPENDITURES 


Disabled — 26% 


Elderly — 15X 


Families — 59* 


FY87  Physician 
Expenditures 
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THE  PROFIJTM-     MAINTAINING  ADEQUATE  PHYSICIAN  PARTICIPATION 

Until  recently,  Medicaid  recipients,  unlike  most  individuals  who  have  private 
health  insurance,  often  obtained  their  primary  care  in  settings  other  than  a 
physician's  office.  This  resulted  in  a  different  standard  of  health  care  for 
Medicaid  recipients  and  higher  than  necessary  costs  to  the  Medicaid  program. 
Medicaid  spent  more  than  one  and  a  half  times  as  much  for  outpatient  hospital 
care  as  it  did  for  care  in  physicians'  offices  in  FY87  (Si  14  million  for  hospital 
outpatient  department  care  versus  only  $71  million  for  physician  care).  While 
acute  hospital  outpatient  department  expenditures  increased  by  more  than  12% 
between  FY83  and  FY86,  expenditures  on  physician  services  over  that  same 
period  increased  an  average  of  only  1.7%.  This  rate  was  also  significantly 
lower  than  the  national  average  annual  inflation  rate  for  physician  services 
over  the  same  period  (7.6%).  These  facts  suggested  a  number  of  problems, 
including: 

o  Barriers  to  Medicaid  recipients'  access  to  primary  care-  recipients  have 
had  poor  access  to  community  providers,  resulting  in  inadequate  or 
fragmented  health  care. 

o  A  reliance  on  higher  cost  hospital  care.  In  contrast  to  the  general 
population,  many  Medicaid  recipients  used  hospital  outpatient 
departments  (OPDs)  and  emergency  rooms  for  much  of  their  routine 
health  care  needs  due  to  a  lack  of  primary  care  physicians.  When 
recipients  go  to  hospital  OPDs  rather  than  to  physicians'  offices  for 
routine  care,  costs  are  higher.  For  instance,  Medicaid  paid  $45  for  a 
pediatrician  well-child  visit  in  FY88  while  a  similar  exam  in  a  hospital 
OPD  could  be  over  $100. 

o  Rates  that  were  too  low.  Before  FY87,  the  rates  Medicaid  paid  were 
significantly  below  those  paid  by  other  insurers  and  thus  did  not  attract 
a  sufficient  number  of  physicians  into  the  program.  In  addition,  the 
significant  retroactive  increases  physicians  in  many  specialties  faced  for 
malpractice  insurance  premiums  resulted  in  many  doctors  becoming  even 
less  willing  to  treat  Medicaid  patients. 

SOLUTIONS  -  HIGHER  FEES  AND  HEALTH  CHOICES 

The  Department  has  responded  to  each  of  the  three  issues  that  physicians 
have  cited  as  reasons  for  their  non-participation  in  the  Medicaid  program, 
specifically: 

o    Burdensome  paperwork 

o    Delays  in  payment 

o    Fees  that  were  too  low. 

Significant  improvements  have  been  made: 

o    A  streamlined  provider  agreement  that  is  now  only  one  page  long. 

o  Through  initiatives  such  as  the  implementation  of  MMIS,  95%  of  all 
claims  are  processed  within  30  days. 
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o    Development    of   the    global    fee    (detailed   below),    has   addressed   physician 
issues  of  burdensome  paperwork  and  delays  in  payment. 

o    Higher    rates    of    reimbursement    to    address    the    low    rates    that    are 
frequently  cited  for  non-participation. 

In  order  to  enhance  participation  and  thus  provide  access  for  Medicaid  clients 
to  prevention-oriented  and  cost-effective  care  in  physicians'  offices,  the 
Department  has  developed  and  implemented  several  critical  initiatives.  In 
FY89,  further  initiatives  will  be  implemented  to  increase  the  quality  of  care 
available  to  recipients.  Through  provider  education  and  the  Preferred 
Physician  Program,  the  Department  hopes  to  foster  a  partnership  between 
recipients  and  their  doctors  in  the  way  more  affluent  people  rely  on  one 
family  physician.     The  major  FY87  and  FY88  efforts  are  outlined  below. 

o  Increased  Physician  Fees.  Physician  rates  were  not  increased  significantly 
between  1973  and  1987.  Before  FY87,  Medicaid  rates  for  medical  (non- 
surgical) services  were  approximately  70%  of  Blue  Shield  rates;  Medicaid 
rates  for  surgical  services  were  about  40%  of  Blue  Cross  rates. 

Accordingly,  the  Massachusetts  Rate  Setting  Commission  and  the  Welfare 
Department  worked  together  in  FY86  to  begin  a  comprehensive  overhaul  of 
the  rate  structure  governing  physician  reimbursement,  including  revisions 
for  medical,  surgical,  radiological,  and  anesthesia  services.  In  FY87, 
medical  rates  were  raised  a  weighted  average  of  approximately  32%, 
resulting  in  Medicaid  physician  fees  that  approach  Blue  Shield  and  similar 
private  insurer  levels.  In  FY88,  surgical  rates  were  increased  56%,  and 
rates  for  laboratory  services,  radiology,  and  non-surgical  physician  services 
were  increased  an  additional  3.5%. 

o  Global  Fee  for  Obstetrical  Care  -  In  FY85  and  FY86,  substantial  increases 
in  the  costs  of  medical  malpractice  insurance  progressively  led  to  a 
nationwide  "doctor  drought"  in  certain  specialties.  A  particularly  critical 
problem  was  the  lack  of  available  obstetrical  and  gynecological  (Ob/Gyn) 
care  for  the  Department's  clients.  The  low-income  women  served  by  the 
Medicaid  program  are  especially  at  risk  of  dangerous  and  expensive 
complications  if  they  do  not  have  access  to  high-quality,  comprehensive 
perinatal  care.  Thus,  beginning  in  FY85  and  continuing  through  FY88,  one 
of  the  Department's  goals  has  been  to  assure  the  provision  of  access  to  this 
care. 

In  FY85,  a  global  fee,  or  all-inclusive  rate  per  delivery,  was  established  as 
an  optional  reimbursement  mechanism  for  obstetrical  care.  The  global  fee 
provides  an  alternative  to  per-service  billing  for  prenatal  visits,  delivery, 
and  postpartum  care.  Physicians  bill  once  for  the  entire  package  of 
services,  significantly  reducing  paperwork  and  billing  costs.  Since  its 
creation,  the  basic  global  fee  has  been  increased  over  130%  to  $1,185  per 
delivery  in  FY88.  In  FY86,  in  addition  to  the  basic  global  fee,  an  enhanced 
global  fee  was  developed  to  include  perinatal  education  and  assessment  and 
monitoring  for  high  risk  cases.  These  additional  services  are  particularly 
critical  to  low-income  women,  among  whose  infants'  low  birthweight  has 
been  a  prevalent  problem,  along  with  a  higher  than  average  rate  of  infant 
mortality.       In   FY88,   physicians   providing   this   enhanced   service   package   are 
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reimbursed  $1^521  per  case,  comparable  to  Blue  Cross/Blue  Shield  payment 
for  the  same  services. 

In  FY87,  approximately  5,700  deliveries  were  paid  for  under  the  global  fee 
mechanism,  the  majority  through  the  enhanced  global  fee.  This  means  over 
60%  of  all  Medicaid  deliveries  were  financed  through  the  global  fee  (up 
from  13%  under  the  basic  global  fee  in  FY85).  In  addition,  the  availability 
of  the  global  fee  is  apparently  helping  to  alleviate  the  physician  shortage  in 
this  specialty  area:  an  estimated  75  additional  Ob/Gyns  enrolled  in  the 
Medicaid  program  in  FY87. 

o  Health  Choices.  The  Department's  Health  Choices  program  offers  Medicaid 
recipients  the  same  health  care  options  available  to  privately  insured 
citizens,  including  care  as  provided  by  their  own  personal  physicians.  The 
program  emphasizes  primary  and  preventive  care  as  provided  by  physicians 
in  maintaining  good  health  and  reducing  hospitalizations.  In  FY89,  the 
Department  plans  to  implement  an  additional  component  in  the  Health 
Choices  program,  the  Preferred  Physician  Program.  Under  this  program 
recipients  would  choose  a  physician  as  their  primary  caretaker.  This 
physician  would  provide  all  primary  care  as  well  as  provide  assistance  in 
finding  referrals  for  other  specialties,  but  would  not  be  employed  by  a 
managed  health  care  center. 

o  The  Nursing  Home  Connection.  Low  physician  availability  and  Medicare 
regulations  often  limit  a  nursing  home  resident's  access  to  primary  care 
delivered  at  the  nursing  home.  These  recipients  are  often  compelled  to 
seek  such  care  at  hospital  OPDs,  incurring  transportation  costs  as  well  as 
higher-cost  care.  Moreover,  for  many  elderly  clients  with  medical 
problems,  being  transported  to  a  hospital  outpatient  department  can  also  be 
a  highly  stressful  experience.  Thus,  the  Department  has  joined  with  the 
Medicare  program  to  enhance  the  delivery  of  primary  medical  care  in 
nursing  home  settings  through  a  program  called  the  Nursing  Home  Connec- 
tion. 

Under  the  authority  of  a  federal  demonstration  waiver,  16  care  teams  made 
up  of  nurse  practitioners  and  physician  assistants  (NPs/PAs)  deliver 
primary  care  in  nursing  homes.  The  waiver  allows  the  providers  to  receive 
Medicaid  and  Medicare  reimbursement  for  visits  by  NPs/PAs  (whose  visits 
are  not  ordinarily  covered).  As  many  of  these  providers  specialize  in 
gerontology,  the  quality  of  care  is  improved  significantly,  and  there  has 
been  a  reduction  in  unnecessary  hospitalizations  and  emergency  room  visits. 
In  addition,  the  flexibility  of  the  primary  care  team  allows  them  to  schedule 
visits  according  to  a  patient's  needs. 

From  FY87  to  FY88,  patient  participation  in  this  program  increased  ap- 
proximately 25%  to  a  monthly  caseload  of  about  2^00.  The  Sixth  Omnibus 
Budget  Reconciliation  Act  (the  1987  federal  budget  law)  contained 
provisions  to  allow  the  Commonwealth  to  seek  extension  of  the  enabling 
waiver  through  the  end  of  FY89.  The  Department  plans  to  utilize  this 
option  to  continue  and  expand  this  very  successful  program. 
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FYB9  AGENDA  AND  REQUEST 

For  FY89,  the  H.l  request  includes  $8L5  million  for  physician  services.  The 
Department's  FY89  goal  for  the  physician  program  continues  to  be  improving 
access  to  cost-effective  primary  care  for  Medicaid  recipients  by. 

o    Making  participation  in  the  program  more  attractive  for  physicians;  and 

o    Reinforcing  delivery  of  high  quality  care  to  recipients. 

Specifically,  the  Department  plans  to: 

o  Ensure  that  all  specialties  are  adequately  covered  throughout  the  state 
by  increasing  provider  enrollment,  as  well  as  ensuring  that  all  physicians 
enrolled  in  the  program  are  providing  high  quality  care; 

o  Expand  provider  education  efforts  to  improve  the  information  the 
Department  gives  providers  about  the  treatment  practices  of  their  peers, 
which  in  turn  should  enable  them  to  better  manage  their  own  practices; 

o  Continue  efforts  to  streamline  the  billing  process  and  edit  system,  which 
should  reduce  the  administrative  problems  that  frustrate  providers  and 
deter  participation;  and 

o  Expand  the  Health  Choice^  program  to  a  total  of  40,000  recipients  by 
the  end  of  FY89  and  broaden  the  choices  available  to  recipients  by 
implementing  the  Preferred  Physician  Program. 

These  initiatives,  combined  with  the  earlier  efforts  of  the  Department,  will 
expand  and  strengthen  the  role  of  physicians  in  the  provision  of  Medicaid 
recipients'  health  care  and,  as  a  result,  lessen  recipient  reliance  on  costly  and 
inappropriate  OPD  and  emergency  room  services. 
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MENTAL  HEALTH  SERVICES 


OVERVIEW:  1983-1988  PERFORMANCE 

The  Medicaid-Mental  Health  (MA-MH)  account  was  established  in  FY80  to 
enable  the  Department  of  Public  Welfare  to  monitor  new  community  programs 
for  many  of  the  Commonwealth's  mentally  retarded  and  mentally  ill  citizens 
funded  by  Medicaid  but  developed  by  the  Department  of  Mental  Health  (DMH). 
These  new  programs  were  developed  partly  as  the  result  of  the  consent 
decrees  negotiated  as  settlement  to  class  action  suits  brought  against  the  state 
in  the  1970s.  For  FY89,  H.l  recommends  that  all  Medicaid  accounts  be 
consolidated  and  the  Department  continue  to  fund  the  following  six  community- 
based  mental  retardation  and  mental  health  programs  through  one  account 
(4402-5000): 

o  Intermediate  care  facilities  for  the  mentally  retarded  (ICFs/MR); 

o  Day  habilitation; 

o  Early  intervention; 

o  Mental  health  centers; 

o  Psychiatric  hospital  outpatient  departments;  and 

o  Psychiatric  day  treatment. 

Monitoring  expenditures  for  community  mental  health  and  mental  retardation 
services  is  particularly  important  in  view  of  the  rapid  growth  in  expenditures 
for  these  services  in  recent  years.  Since  FY80.  the  cost  of  providing  these 
services  has  increased  an  average  of  almost  30%  each  year,  from  $12.8  million 
in  FY81  to  $54.3  million  in  FY87.  It  is  one  of  the  fastest  growing 
components  of  the  Medicaid  budget.  Factors  contributing  to  this  growth, 
described  in  detail  below,  include: 

o    Inflation; 

o    Program    growth    (much    of   which    is    attributable    to    the    consent    decrees 
and  the  certification  of  new  mental  health  centers);  and 

o    Increased  utilization  of  services. 

The  H.l.  request  includes  $70.4  million  for  mental  health  and  mental 
retardation  services,  and  reflects  a  continuation  in  this  growth  trend  (see  the 
graph  which  follows),  although  the  annual  increase  is  moderating. 
Furthermore,  these  services  represent  only  a  modest  portion  of  a  total  of  over 
$420  million  spent  by  the  Commonwealth  on  mental  health  and  mental 
retardation  services  for  Medicaid  recipients.  Additional  Medicaid-reimbursable 
mental  health  and  mental  retardation  services,  totalling  approximately  $350 
million,  are  funded  through  a  variety  of  other  sources.  Within  the 
Department's  account  structure,  the  Medical  Assistance  account  funds  ap- 
proximately $60  million  in  mental  health  services.  The  Department  of  Mental 
Health  and  Mental  Retardation  funds  a  number  of  Medicaid  reimbursable 
services  at  an  estimated  cost  of  $290  million,  that  through  the  Welfare 
Department's  Finance  division,  generates  approximately  $145  million  annually  in 
federal  revenue. 
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Over  the  past  several  years  the  Department,  in  cooperation  with  the 
Legislature  and  the  Department  of  Mental  Health,  has  achieved  several  notable 
goals  in  the  area  of  community-based  mental  health  and  mental  retardation 
services.  The  Department  has  supported  the  Commonwealth's  deinstitutional- 
ization efforts,  primarily  through  the  implementation  of  key  revenue  initiatives 
that  provide  federal  reimbursement  for  services  that  were  previously  fully 
state-funded.  The  four  initiatives  described  below  provide  the  Commonwealth 
with  more  resources  to  fund  other  important  human  services  initiatives: 

o  Home  and  Commnnify-R^sed  Services  Waiver.  This  program  provides 
federal  Medicaid  reimbursement  for  seven  community-based  services 
provided  to  900  mentally  retarded  recipients.  This  Medicaid  reimburse- 
ment for  services  such  as  respite  care,  transportation,  and  residential 
and  day  programs,  supports  deinstitutionalized  clients  in  less  restrictive 
community  settings  and  also  provides  federal  revenue  for  the 
Commonwealth.  The  Department  recently  received  approval  for  a  five 
year  extension  of  this  waiver  (through  December  1991). 
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o  Community  Programs  for  the  Mentally  Retarded  By  the  end  of  FY89 
the  Department  will  have  certified  a  total  of  40  Intermediate  Care 
Facilities  for  the  Mentally  Retarded  and  a  projected  35  day  habitation 
programs  for  Medicaid  reimbursement.  These  community  facilities  are  a 
major  component  of  the  Commonwealth's  successful  deinstitutionalization 
activities,  enabling  hundreds  of  clients  to  permanently  leave  the  state 
schools. 

o  FaHy  Ttltervcntion.  This  benefit  provides  Medicaid  reimbursement  for 
comprehensive  services  to  infants  and  children  under  the  age  of  three 
who  are  disabled  or  are  at  risk  of  developing  disabling  conditions. 

o  Inpatient  Psychiatric  Swyicgy  for  Children  under  2L  This  new  benefit, 
funded  in  FY87  through  the  Medicaid  chronic  hospital  account,  increases 
the  access  of  emotionally  troubled  children  to  inpatient  care  in  private 
psychiatric  hospitals  and  also  provides  federal  revenue  to  the 
Commonwealth  for  similar  services  provided  in  facilities  operated  by  the 
Department  of  Mental  Health. 

Furthermore,  the  Department  has  implemented  several  management  initiatives 
that  assist  in  expenditure  control  while  assuring  more  appropriate  service 
delivery.     These  include: 

o  Concurrent  utilization  review  for  all  inpatient  psychiatric  services  to 
assure  the  medical  necessity  of  inpatient  days; 

o  Case  management  of  the  highest  cost  psychiatric  patients  in  order  to 
coordinate  available  community  services  and  avoid  the  continuation  of 
unnecessary  hospitalization; 

o  Encouragement  and  enforcement  of  third  party  billing  for  all  mental 
health  providers  including  mandatory  Medicare  certification;  and 

o  Requiring  prior  authorization  for  medically  necessary  treatment  beyond 
17  sessions  (as  opposed  to  26)  in  an  ambulatory  mental  health  setting. 
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PROGRAM  EXPANSION* 
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SCOPE  OF  THE  PROGRAM 

The    Department    funds    three    community-based    programs    for    mentally    retarded 
recipients. 

A.  Community-Based    Intermediate    Care    Facilities    for    the    Mentally    Retarded 
(ICFs/MR) 

Community-based  intermediate  care  facilities  for  the  mentally  retarded 
(ICFs/MR)  are  residential  facilities  housing  five  to  twelve  clients  (most 
contain  eight),  that  provide  room  and  board  and  a  24  hour  planned  program 
of  care  and  supervision  to  developmental^  disabled  persons.  ICFs/MR  also 
provide  or  arrange  for  active  treatment  for  their  residents.  The  active 
treatment  that  residents  receive  may  include:  physical  and  occupational 
therapy;  speech/language  pathology  and  audiology;  medical  services;  and 
psychological,  recreational,  social,  and  rehabilitative  services.  These  may 
be  provided  either  at  the  facility  or  at  another  location  in  the  community. 
Most  residents  leave  the  ICF/MR  during  the  day  to  attend  programs  (such 
as  the  day  habilitation  programs  described  below)  in  which  they  receive  a 
major  portion  of  their  active  treatment.  This  treatment  is  designed  to 
improve  residents'  level  of  functioning  so  that  they  may  move  from  the 
ICF/MR  to  a  less  restrictive  environment. 

Two  types  of  community-based  ICFs/MR  are  reimbursable  under  the 
Medicaid  program: 

o  Type  A  facilities  serve  persons  who  are  incapable  of  "self-preserva- 
tion," which  is  defined  by  federal  regulation  as  the  ability  to 
evacuate  a  building  in  an  emergency  within  a  reasonable  amount  of 
time.     These  persons  receive  intensive  and  continuous  care. 

o    Type  B  facilities  generally  serve  less  severely  disabled  persons. 


ICF/MR  Program  Up  670% 

FY82 

FY83 

FY84 

FY8S 

FY86 

FY87 

FY88* 

FY89* 
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3 

4 

5 
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15 
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6 

12 

12 

16 

16 

16 

16 

16 
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9 

16 

17 

29 

31 

38 

39 

40 

Total  Beds 

76 
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140 

229 

243 

299 

307 

315 

Expenditures 

$22M 

$33M 

S5.1M 

$7.8M 

$92M 

$133M 

S15.5M 

$16.9M 

•Projected 
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B.  Dav  HabflitpHpn  Programs, 

Day  habilitation  programs  serve  mentally  retarded  and  developmentally 
disabled  adults  with  intensive  therapeutic  needs  who  live  in  community 
settings.  The  programs  provide  a  wide  range  of  services  designed  to 
enable  these  individuals  to  live  more  independently,  including: 

o  developmental  training; 

o  physical,  occupational,  and  speech/language  therapy, 

o  medical,  nursing,  and  social  work  services;  and 

o  psychological/behavioral  services. 

Approximately  1,000  Medicaid  recipients  are  served  by  day  habilitation 
programs  each  month.  At  an  average  per  diem  cost  in  FY87  of  $49,  the 
average  annual  cost  per  full-time  recipient  (five  days  per  week,  50  weeks 
per  year)  is  $12,250.  Some  recipients  in  day  habilitation  programs  also 
receive  ICF/MR  services. 


Day  Habilitation 

Program  Up  473% 

FY82 

FY83       FY84 

FY85       FY86       FY87 

FY88*     FY89* 

Programs 

12 

19            23 

26            27            29 

31            35 

Expenditures 

$2.2M 

$33M      $3.8M 

$6.4M      $7.5M      $9.0M 

$10.7M     $12. 6  M 

•Projected 

C  Early  Intervention 

Early  intervention  programs  provide  multidisciplinary  coordinated  health 
services  to  infants  and  children  up  to  three  years  of  age  who  are  disabled 
or  are  considered  to  be  at  serious  risk  of  becoming  disabled  due  to 
biological  or  environmental  factors.  The  program  focuses  on  three 
different  groups  of  children:  those  who  are  "established  risks,"  for 
example,  children  with  Down's  syndrome,  cerebral  palsy,  or  spina  bifida; 
those  who  are  "biologically  at  risk,"  for  example,  children  with  low  birth 
weights;  and  those  who  are  "environmentally  at  risk"  because,  although 
biologically  healthy,  their  family  or  home  situations  are  such  that  their 
development  may  be  delayed.  Treatment  and  therapy  are  provided  by 
nurses,  social  workers,  therapists,  and  educators  to  reduce  the  potential  for 
disability  and  to  assist  children  and  families  in  coping  with  medical  and 
developmental  conditions  that  cannot  be  improved. 

Early  intervention  services  provide  a  combination  of  medical  and  social 
services,  but  only  the  medical  portion  is  reimbursable  under  the  Medicaid 
program. 
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Early  Intervention  Prwra!"  Up,   111% 

FY89* 

FY86           FY§7          FY88* 

Programs                            43               43               45 
Expenditures                 $1.8M         S2.6M         $3.0M 

49 

S3.8M 

*  Projected 

Mental  Health  Programs 

The  Department  funds  three  community-based  mental  health  programs:  mental 
health  centers,  psychiatric  hospital  outpatient  departments,  and  psychiatric  day 
treatment.  Ambulatory  mental  health  services  are  also  provided  in  hospital 
licensed  community  health  centers  and  acute  hospital  outpatient  departments 
but  expenditures  for  these  services  are  included  in  hospital  expenditures. 
Since  FY84,  expenditures  for  private  psychiatric  hospital  outpatient  services, 
previously  included  in  the  mental  health  center  provider-type  have  been  cal- 
culated and  itemized  separately. 

A.  Mental  Health  Centers 

Mental  health  centers  provide  comprehensive  diagnostic  and  treatment 
services  to  mentally/emotionally  troubled  or  disabled  persons  and  their 
families.  Services  are  provided  by  an  interdisciplinary  team  of  psychia- 
trists, psychologists,  psychiatric  nurses,  social  workers,  counselors,  and 
occupational  therapists.  Mental  health  center  services  funded  through  the 
MA-MH  account  are  provided  by  certified  freestanding  mental  health 
centers  and  community  health  centers. 


Mental  Health  Center  Program  Up  165% 

FY82       FY83       FY84       FY85       FY86       FY87 

FY88*     FY$9* 

Centers 

137          154          158          160          165          182 

199          208 

Expenditures 

S9.6M    S14.5M    S15.4M    S18.2M    $203M    S21.5M 

$22.4M    S25.4M 

♦Projected 
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B.  Psychiatric  Hospital  Outpatient  Departments 

Ambulatory  mental  health  services  are  also  provided  in  private  psychiatric 
hospital  settings.  There  are  currently  seven  providers  in  this  group: 
McLean  Hospital  and  the  six  locations  of  the  Human  Resource  Institute 
(HRI).  Care  provided  in  public  psychiatric  hospitals  is  funded  by  the 
Department  of  Mental  Health. 

In  FY87,  the  Department  spent  $3.6  million  for  psychiatric  hospital 
outpatient  services.  Although  no  expansion  of  the  provider  group  has 
occurred  in  the  past  several  years,  Human  Resources  Institute  is  expected 
to  open  two  new  satellite  clinics  in  FY88  and  two  more  in  FY89,  resulting 
in  a  projected  $2.0  million  in  additional  Medicaid  expenditures  annually. 
Total  FY89  expenditures  for  psychiatric  hospital  outpatient  services  are 
expected  to  be  $6.5  million. 

C  P ffytfoa*™  Dav  Treatment 

Psychiatric  day  treatment  programs  serve  persons  with  mental  illnesses 
who  need  more  active,  intensive  treatment  than  is  typically  available 
through  mental  health  centers  or  hospital  outpatient  departments.  These 
services  divert  clients  from  full-time  hospitalization  or  institutionalization. 
Attendance  at  psychiatric  day  treatment  sessions  varies  according  to  the 
needs  of  the  patient,  ranging  from  daily  sessions  five-days  a  week  to 
intermittent  attendance  for  a  period  of  years  to  treat  recurring  and 
long-term  psychiatric  illness.  Psychiatric  day  treatment  services  may  be 
provided  by  freestanding  centers  or  by  hospital-based  mental  health  centers. 


Psvchiatric  Dav  Treatment  Program  Up  430% 

FY82       FY83       FY84       FY85       FY86       FY87 

FY88* 

FYS?* 

Programs 

20            27            28            30            32            32 

34 

34 

Expenditures 

$1.0M      $12M      $1.6M      $2.4M      $3.1M      $43M 

$4.8M 

$53M 

•Projected 

The  pie  charts  on  the  next  page  illustrate  FY87  expenditures  for  mental  health 
programs  by  type  of  recipient 
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FY87  MENTAL  HEALTH  EXPENDITURES 
By  Category  of  Assistance 


Families — 61* 


Elderly — 9* 


Disabled — 30* 


Mental  Health  Center 


Families — 62* 


Disabled — 95* 

Families — 4*- " 
Elderly — 0.6* 


Elderly — 13* 


Disabled — 25* 


Psychiatric  Day 
Treatment  Program 


Psychiatric  Hospital 
Outpatient  Department 
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EXPENDITURE  GROWTH 

Expenditures  in  the  provision  of  these  services  have  increa^  floret  4«n% 
cumulatively  between  FY80  ($9.4M)  and  FY87  ($543M)  -  a."  «v»-™yp  annual 
increase  of  almost  -y)<Z> 

The  rate  of  growth  is  expected  to  be  somewhat  lower  in  FY88  and  FY89  as  a 
result  of  the  Department's  management  and  expenditure  control  initiatives, 
although  mental  health  services  remain  one  of  the  fastest  growing  items  in  the 
Medicaid  budget.  Expenditure  growth  of  this  magnitude  is  attributable 
primarily  to  three  factors:  provider  rate  increases;  program  expansion;  and 
increased  utilization. 

These  factors  are  analyzed  in  more  detail  below,  along  with  an  analysis  of,  and 
potential  solutions  to,  the  problem  of  rapid  MA-MH  expenditure  growth.  This 
is  followed  by  a  list  of  management  initiatives  the  Department  is  proposing  in 
order  to  slow  the  spiraling  Medicaid  mental  health  expenditure  growth  that 
has  occurred  in  recent  years. 

A.  Provider  Rate  Increases 

Provider  rate  increases,  are  due  in  large  part  to  inflation.  The  effect  of 
inflation  on  this  account  has  paralleled  the  rate  of  general  health  care 
inflation  over  the  last  few  years,  averaging  approximately  8%  per  year 
from  FY82  to  FY85.  In  some  instances,  however,  provider  rates  have 
increased  at  a  substantially  greater  rate  than  the  rate  of  inflation.  Other 
factors  such  as  cost-based  reimbursement,  rates  based  on  budgeted  rather 
than  actual  costs,  and  provider  specific  rates  have  contributed  to  these 
increases.  For  example,  ICF/MR  rates  are  initially  individually  negotiated, 
and  substantial  rate  increases  have  been  evident. 

o  For  the  first  two  years  of  operation,  ICF/MR  rates  are  based  on 
projected  costs.  However,  after  this  initial  two-year  period,  actual 
historical  cost  data  from  the  first  two  years  are  used  in  setting  new 
rates.  Since  the  initial  growth  in  the  ICF/MR  program  took  place 
between  FY81  and  FY83,  the  effect  of  the  transition  to  historical  data 
was  first  evident  in  FY84.  At  that  point  the  average  per  diem  for 
existing  type  A  facilities  actually  decreased  by  5%,  because  historical 
data  indicated  that  actual  costs  were  lower  than  had  been  originally 
budgeted. 

o  The  decrease,  however,  does  not  address  the  base  problem,  which  is  that 
in  the  long  term,  this  method  does  not  encourage  providers  to  contain 
costs.  On  the  contrary,  because  future  reimbursement  rates  are  a 
function  of  costs  incurred  in  an  earlier  base  year,  providers  have  an 
incentive  to  spend  as  much  money  as  possible. 
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PROVIDER  RATE  TRENDS 

Type  of 

Per  Diems 

Average 

Prwam5 

Reimbursement 
Provider  Specific 

FY87 
$165 

FY88* 
$177 

FYS?* 
$184 

Increase 
5.6% 

ICF/MR  (A) 

ICF/MR  (B) 

Provider  Specific 

$129 

$133 

$138 

3.4% 

Day  Habilitation 

Class  Rate 

$49 

$51 

$54 

5.0% 

Early 

Intervention 

Class  Rate** 

$5232 

$53.80 

$56.49 

3.7% 

Mental  Health 

Center 

Class  Rate*** 

$53 

$55 

$59 

5.9% 

Psychiatric 

Provider  Specific 

Outpatient 

%  of  Total  Charge 

N/A 

N/A 

N/A 

N/A 

Psychiatric  Day 

Treatment 

Class  Rate 

$44 

$46 

$49 

55% 

*  Projected 

*•  Per  one  hour 

visit 

***  Per  one  hour 

session  of  individual 

therapy 

B.  Program  Fipanfipn 

o  Consent  Decrees.  There  has  been  a  rapid  expansion  of  community-based 
programs,  resulting  from  continued  deinstitutionalization  of  residents  of 
DMH  and  DMR  facilities,  much  of  which  is  a  result  of  Consent  Decrees. 
For  instance,  the  Department  spent  $300,000  in  FY81  for  5  Psychiatric 
Day  Treatment  programs;  in  FY89  the  Welfare  Department  expects  to 
fund  34  programs  at  a  cost  of  $53M. 

o  Psychiatric  services  for  children  under  21  The  legislature,  in  an  outside 
section  of  the  FY85  budget  act,  directed  the  Department  to  amend  its 
state  plan  to  include  this  service  as  an  optional  benefit.  The 
Department  has  implemented  this  change,  which  will  increase  access  to 
services  for  children  with  severe  emotional  problems.  Currently  there 
are  five  providers  participating  in  the  program  and  three  more  are 
expected  to  enroll  during  FY88.  The  Department  is  projecting 
expenditures  of  %S2M  in  FY89  for  these  services. 
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o  Determination  of  Need  (DoNl  process.  To  become  eligible  to  receive 
Medicaid  reimbursement,  mental  health  and  mental  retardation  programs 
must  satisfy  a  variety  of  certification  and  licensing  requirements. 
However,  although  mental  health  providers  are  subject  to  the 
Determination  of  Need  Process,  a  Department  of  Public  Health  review 
that  is  supposed  to  assess  the  need  for  additional  health  care  resources, 
there  are  in  fact  no  quantitative  standards  for  assessing  such  need. 
Therefore,  applications  for  new  mental  health  programs  are  judged 
solely  on  the  ability  to  meet  certification  and  licensure  requirements, 
after  which  providers  are  eligible  to  provide  services  without  first 
demonstrating  a  need  for  them.  This  review  process  is  essentially  an 
administrative  certification  process.  (Mental  retardation  provider  types 
in  the  account  are  not  subject  to  this  review.) 

-  Unrestrained  growth,  in  the  number  of  mental  health  centers  in  par- 
ticular, contributes  directly  to  MA-MH  expenditure  growth.  Each 
mental  health  center,  when  fully  operational,  adds  approximately 
$130,000  annually  to  MA-MH  spending.  Between  FY82  and  FY87 
forty-five  new  centers  were  certified  across  the  state,  increasing  the 
total  to  182. 

-  Total  annual  mental  health  center  costs  funded  through  this  account 
more  than  doubled,  from  $9.6  million  to  $213  million  during  this 
period. 

o  Additional  Egcjaajrjc:  Inpatient  Beds  -  General  acute  hospitals  have  been 
encouraged  to  convert  their  excess  medical-surgical  beds  to  psychiatric 
beds  in  order  to  meet  the  Department  of  Mental  Health  projections  for 
psychiatric  bed  need  throughout  the  state  —  approximately  6,000  beds. 
The  Department  of  Mental  Health  estimates  that  there  are  currently  283 
beds  that  are  DoN  approved  but  not  yet  licensed  or  operational,  and 
another  332  beds  pending  DoN  approval  Assuming  that  30%  of  these 
additional  615  psychiatric  beds  will  be  built,  and  subsequently  utilized  by 
Medicaid-eligible  patients  over  the  next  two  years,  the  projected  impact 
on  the  Medicaid  budget  for  FY90  could  be  as  much  as  $20  million. 

Furthermore,  the  Department  of  Mental  Health  has  developed  a  capital 
plan  to  convert  approximately  500  medical-surgical  beds  in  general 
hospitals  to  psychiatric  beds  for  DMH  patients  through  DoN  exemptions 
expected  to  be  granted  by  the  Department  of  Public  Health.  Based  on 
estimates  that  100  new  community  hospital  beds  will  become  fully 
operational  by  FY89  under  the  capital  plan,  the  Department  projects 
that  the  cost  for  Medicaid  eligible  clients  will  be  approximately  $4.4M. 

C  Increased  TTtiliratmn 

o  Fee-for-service.  As  is  the  case  with  other  health  care  service 
providers,  the  fee-for-service  method  of  reimbursement  creates  an 
incentive  for  mental  health  providers  to  deliver  more  and  expensive  care. 
Additionally,  reimbursement  with  little  or  no  limit  on  the  amount  of  care 
provided  creates  an  incentive  for  providers  to  render  a  greater  number 
of  services.     This  can  result  in  inappropriate  or  excessive  utilization. 
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Community  mental  health  providers,  in  particular  mental  health  centers, 
are  subject  to  few  Medicaid  limitations  on  the  quantity  of  services 
reimbursed.  Sixty-five  percent  of  all  mental  health  services  did  not 
have  prior  authorization  in  the  period  April  1986  to  March  1987 
although,  the  Department  has  recently  strengthened  its  prior  approval 
process.  Prior  approval  is  important  in  assuring  that  mental  health 
services  are  medically  necessary  and  appropriate. 

Inappropriate  Htflfratiw1  of  programs  for  the  mentally  retarded  also 
contributes  to  the  growth  in  expenditures.  Department  regulations 
prohibit  reimbursement  after  three  years  for  residents  in  Type  A 
ICFs/MR  unless  it  is  determined  that  continued  stay  will  lead  to 
placement  in  a  less  intensive  setting.  Over  the  years  the  ICF/MR 
program  has  been  in  operation,  very  few  beds  have  ever  become 
available  because  of  such  placement.     However 

-  Department  of  Public  Health  reviews  of  client  care  and  ap- 
propriateness indicate  that  some  clients  residing  in  Type  A 
facilities  are  inappropriately  placed. 

•  Many  vendors  report  that  there  are  clients  who  could  move  to  less 
intensive  (and  less  costly)  settings,  but  placements  in  DMH-funded 
community  residential  programs  are  not  currently  available. 

.  Similarly,  clients  often  remain  in  day  habilitation  programs  longer 
than  clinically  necessary  because  less  intensive  placements  are 
lacking. 


FY89  AGENDA  AND  REQUEST 

In  FY89,  the  Department  is  proposing  several  initiatives  for  Medicaid-funded 
mental  health  and  mental  retardation  programs.  Each  has  the  following  goals: 
maintaining  recipients'  access  to  high  quality  services  while  ensuring  that 
available  resources  are  efficiently  allocated  and  appropriate  services  are  deli- 
vered in  the  most  cost-effective  manner;  strengthening  programs  providing  an 
integrated  continuum  of  services  to  meet  the  needs  of  the  Medicaid  population; 
and  developing  an  integrated  network  of  services  accross  different  providers. 

o  Day  HabflitaftflO  Rafcfr  In  FY88  day  habilitation  programs  moved  from  an 
individually  negotiated,  provider  specific  rate  to  a  "class  rate" 
reimbursement  method.  During  FY82  to  FY85  rate  increases  resulting  from 
the  provider  specific  rate  averaged  almost  7%  annually.  Under  the  new 
"class  rate"  the  Department  is  projecting  only  a  5.1%  average  annual 
increase  for  the  FY87  to  FY89  period. 

o  Preferred  Provider  Contracts  (PPCs)  for  ambulatory  mental  liealO*  services. 
The  Department  is  proposing  to  contract  with  only  those  providers  who 
can  provide  cost-effective,  quality  services.  Contractors  will  be  paid  a 
capitated  rate  on  a  monthly  basis  to  serve  Medicaid  clients,  an  established 
minimum  number  of  whom  will  be  targeted  clients  (e.g.  chronically  mentally 
ill).  PPCs  will  facilitate  the  development  of  the  integrated  network  of 
community  services  necessary  to  avoid  or  shorten  hospitalization.  In 
addition,    they   will   help   to   control   expansion,   in   particular   of  mental   health 


313 


centers.  The  Department  anticipates  the  development  of  several  PPCs  in 
FY88.  By  FY89  the  Department  expects  further  expansion  to  include  day 
treatment  programs  and  hospital  inpatient  services. 

Maimed  Health  Care  for  die  Mf"^1^  FfftiTlfrtf  The  Department  is 
working  in  conjunction  with  the  Department  of  Mental  Retardation  to 
evaluate  the  appropriateness  of  a  prepaid  health  care  project  for  adults 
with  mental  retardation  under  the  auspices  of  Medicaid's  Health  Choices 
program.  This  initiative  would  enhance  the  existing  community-based 
system  by  providing  cost-effective  quality  care  to  these  special  need  clients. 

The  FY89  H.1  request  includes  $70.4  million  for  mental  health  and  mental 
retardation  services.  The  Department  projects  spending  for  community 
mental  health  and  mental  retardation  services  will  be  $60.9  million  in  FY88. 
Provider  rate  increases  and  program  expansion  will  continue  to  occur  in 
FY89,  increasing  costs  by  $9.5  million,  for  a  projected  total  cost  of  $71.7 
million.     This  will  be  offset  by  anticipated  savings  of  $13  million. 
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COMMUNITY-BASED  LONG  TERM  CARE 


OVERVIEW:     1983-1988  PERFORMANCE 

Community-based  care  is  a  general  term  that  refers  to  health  care  for 
Medicaid  clients  who  live  in  their  homes,  as  distinguished  from  patients  in 
hospitals  and  nursing  homes.  Community-based  services  provided  to  elderly 
recipients  as  alternatives  to  institutional  long-term  care  include  home  health 
care,  adult  day  health,  adult  foster  care,  private  duty  nursing  and  the 
Community  Care  Connection. 

It    is   the   Department's   goal   to   shift   the   focus   of  health  care,   particularly   for 

elders,    away    from    costly    institutions    and    toward    lower  cost,    and    in    many 

cases,  more  attractive  community-based  services  wherever  possible. 
Achievement  of  this  goal  will: 

o  Allow  people  to  remain  in  their  current  living  situations  with  maximum 
independence;  and 

o  Decrease  the  Department's  costs,  as  efficiently  managed  community- 
based  care  can  be  less  costly  than  institutional  services. 

The  Department  currently  serves  about  10,200  elders  and  8,400  disabled  clients 
annually  with  community  long-term  care  services.  As  the  chart  on  the  next 
page  illustrates,  families  only  accounted  for  7%  of  community  long-term  care 
services,  primarily  for  children  recuperating  after  stays  in  hospitals  and 
mothers  who  have  had  complications  following  childbirth.  FY87  expenditures 
for  these  services  totaled  approximately  $52  million. 

In  FY87  the  Department  continued  to  manage  recipient  care  more  actively  by. 

o  Screening  24,400  Medicaid  clients  and  3,900  private  pay  elders  who  were 
considering  placement  in  nursing  homes  and  diverting  6%  of  them  to 
community  care; 

o  Managing  the  care  and  preventing  institutionalization  for  70-75%  of  1,100 
frail  elderly  clients  through  the  Community  Care  Connection;  and 

o  Providing  federal  revenue  for  community-based  services  funded  by  the 
Executive  Office  of  Elder  Affairs  through  the  home-and-community  based 
services  (2176)  waiver  for  700  elders. 
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Most  Community  Long-Term  Care 
Services  are  for  the  Elderly  and  Disabled 


Elderly -41* 


Families-7* 


Disabled -52* 


SCOPE  OF  THE  PROGRAM 

Home  Health.  FY87  expenditures  for  home  health  totaled  $39  million.  In 
Massachusetts,  there  are  approximately  155  home  health  agencies,  certified  by 
the  state's  Department  of  Public  Health  in  accordance  with  joint  Medicare- 
Medicaid  standards.  About  half  of  these  agencies  are  non-profit  Visiting  Nurse 
Associations.  The  remainder  are  proprietary  and/or  hospital-based  agencies. 
These  agencies  provide  services  to  patients  with  medical  needs  in  their  homes 
upon  written  referrals  from  physicians.  The  services  included  in  the  home 
health  program  are  skilled  nursing,  physical  therapy,  occupational  therapy, 
speech  therapy,  medical  social  work,  and  home  health  aides. 

The  great  majority  of  home  health  services  are  provided  to  elderly  and 
disabled  Medicaid  recipients,  who  accounted  for  94%  of  FY87  home  health 
expenditures  (41%  and  53%,  respectively).  Individually,  however,  there  is  a 
great   range   in   the   utilization   of  services.      Some   patients   may   receive   several 


317 


visits  daily  (for  example,  dying  patients  requiring  injections  to  reduce  pain), 
while  others  may  require  a  nursing  visit  only  once  a  month.  Until  now, 
Medicaid  has  required  prior  authorization  for  patients  receiving  more  than  120 
hours  per  month  of  home  health  care  in  consecutive  months,  and  for  private 
duty  nursing  services  provided  in  the  home.  Beginning  in  FY88,  prior 
authorization  will  be  required  for  all  community-based  services,  as  part  of  the 
Elderly  Choices  program. 

Adult  Day  Efaffll  Adult  Day  Health  sites  offer  organized  programs  of  health 
care  and  supervision,  restorative  services,  and  social  services  as  an  alternative 
to  nursing  home  placement  for  frail  Medicaid  clients.  FY87  expenditures  for 
adult  day  health  totaled  $9  million.  Almost  all  recipients  of  adult  day  health 
are  elderly  or  disabled.  The  majority  (60%)  are  elderly  clients,  who  attend 
programs  an  average  of  2.6  days  per  week.  Adult  Day  Health  programs  are  an 
important  component  of  the  On  Lok  model  of  managed  noninstitutional  care, 
which  is  described  in  the  Special  Report  on  Elderly  Choices. 

Adult  Foster  Care.  Through  Adult  Foster  Care,  human  service  agencies  match 
and  place  elderly  and  disabled  Medicaid  clients  with  families  who  have 
available  living  space,  providing  a  residential  alternative  to  institutionalization. 
In  FY87,  the  Department  spent  $2  million  on  the  adult  foster  care  program, 
providing  reimbursement  to  agencies  for  placements,  and  families  for  providing 
care.  All  recipients  of  adult  foster  care  in  FY86  were  elderly  (53%)  or 
disabled  (47%). 

Private  Duty  Nnrsmp  The  Department  pays  for  licensed  practical  nurses  and 
registered  nurses  to  attend  particularly  medically  acute  patients  on  an  hourly 
or  daily  ba*is  through  Private  Duty  Nursing.  Disabled  Medicaid  clients  are  the 
primary  beneficiaries  of  private  duty  nursing;  they  represented  about  90%  of 
the  63  clients  receiving  private  duty  nursing  in  FY86.  Because  these  clients 
have  very  serious  medical  conditions  or  disabilities  and  require  so  much 
nursing  care,  average  costs  were  almost  $32,000  per  recipient.  However,  were 
these  severely  disabled  recipients  to  be  cared  for  in  an  institution,  such  as  a 
chronic  hospital,  costs  could  exceed  $60,000  a  year.  FY87  expenditures  for  the 
Private  Duty  Nursing  program  totaled  $2  million. 

Community  Care  Connection.  The  Community  Care  Connection  targets  the 
most  frail  patients  —  those  who  are  certified  as  nursing  home  eligible  —  and 
pays  agencies  a  capitated  daily  rate  for  assessing  clients,  developing  care  plans 
with  periodic  updates,  and  providing  home  health  and  social  services  for 
clients.  The  Community  Care  Connection  now  serves  about  600  clients 
through  ten  lead  agencies,  primarily  home  care  corporations,,  each  in  a 
different  geographic  area.  A  daily  capitation  rate  is  paid  jointly  by  the 
Department  of  Public  Welfare  and  the  Executive  Office  of  Elder  Affairs,  which 
pays  for  non-medical  services.  Case  management  by  nurses  and  the  ability  to 
coordinate  services  appropriately  have  resulted  in  the  diversion  of  70-80%  of 
CCC  clients  from  nursing  homes,  thereby  allowing  these  elders  to  remain  at 
home  at  lower  cost  to  the  Medicaid  program. 

Community-Based  Services  Waiver.  Since  FY85,  the  Department  of  Public 
Welfare  has  worked  with  the  Executive  Office  of  Elder  Affairs  to  implement  a 
federally  approved  home-and  community-based  services  waiver  that  allows 
Medicaid  reimbursement  for  certain  home  care  services.  Without  this  waiver, 
these    services    would    be    funded    at    100%    state    cost.        Services    include 
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homemaker,  personal  care,  chore,  respite,  social  day  care,  and  case 
management.  These  services  are  only  available  through  home  care  corporations 
to  elder  citizens  who  are  eligible  for  nursing  home  placement. 


EXPENDITURE  GROWTH 

Since  FYo4,  expenditures  for  community-based  long-term  rare  service*;  aearly 
doubled,  growing  from  $29  million  to  $52  million,  at  an  average  annual  growth 
of  21%.  Inflation-driven  rate  increases  are  an  important  factor  in  this  trend, 
accounting,  for  example,  for  about  half  of  the  aggregate  dollar  growth  in  home 
health  expenditures  from  FY84-FY87.  Although  expenditures  have  significantly 
increased,  an  investment  in  these  services  will  offset  institutional  costs  in  the 
long  term.  At  the  same  time,  community-based  services  maximize  elderly  and 
disabled  recipients'  ability  to  remain  in  their  homes. 


EXPENDITURE  INCREASES 

IN  COMMUNITY-RASED  CARE 

FY$4 

FY?7 

Average 
Annual 
Growth 

Home  Health 
Adult  Day  Health 
Private  Duty  Nursing 
Adult  Foster  Care 

$23.1M 
$53M 
$0.4M 
$0.5M 

$39.0M 
$8.9M 
$2.0M 
$1.7M 

19% 
14% 
50% 
36% 

Total 

$293M 

$51.6M 

21% 

Most  of  the  remaining  growth  in  home  health  expenditures  is  primarily 
attributable  to  increased  utilization  of  services.  Factors  contributing  to  this 
growth  include: 

o  Medicare's  disallowance  of  home  health  claims.  In  response  to  a 
General  Accounting  Office  report  that  the  Medicare  program  was  being 
billed  for  home  health  services  it  did  not  officially  cover,  in  FY87 
Medicare  undertook  an  extensive  "compliance  review  process"  to  tighten 
the  application  of  coverage  regulations.  As  a  result,  Medicare's  fiscal 
intermediary  has  been  denying  many  more  home  health  claims  than  it  did 
before  this  review  process.  Last  year,  the  home  health  providers' 
association  filed  suit  against  Medicare's  fiscal  intermediary  -  Blue  Cross 
of  Maine.  The  Department  and  the  home  health  providers  are  seeking 
clarification  from  the  federal  Health  Care  Financing  Administration  of 
what  services  Medicare  will  cover.  In  addition,  the  Massachusetts  Office 
of  the  Attorney  General,  the  Department  of  Public  Welfare,  and  the 
home    health    providers    are    discussing    the    possibility    of    a    lawsuit 
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challenging  the  Health  Care  Financing  Administration's  constriction  of 
the  program. 

Dual-entitlees  represent  the  group  most  affected  by  the  Health  Care 
Financing  Administration's  new  policy  on  denials.  Dual-entitlees  receive 
both  Medicaid  and  Medicare  because  they  are  both  poor  and  either 
elderly  or  disabled.  Because  of  the  higher  rate  of  denials,  Medicaid  is 
picking  up  a  bigger  portion  of  their  total  health  care  costs.  Since  most 
elderly  Medicaid  recipients  are  dual-entitlees,  the  fiscal  impact  of  this 
activity  on  the  Commonwealth  is  significant. 

In  addition,  the  review  process  has  caused  confusion  for  providers  and 
recipients  over  what  Medicare  will  and  will  not  pay  for.  Moreover, 
many  providers  have  become  reluctant  to  participate  in  the  Medicare 
program  because  they  are  subject  to  federal  financial  penalties  should  a 
certain  number  of  their  bills  not  be  accepted.  This  further  increases 
Medicaid  expenditures  for  these  services. 

o  DRGs.  Many  advocates  suggest  that  the  implementation  of  Medicare's 
prospective  payment  system  in  Massachusetts  in  October  1985  has 
evoked  what  is  termed  a  "quicker  and  sicker"  discharge  effect  by  acute 
hospitals.  Structuring  rates  by  Diagnostically  Related  Groups  encourages 
hospitals  to  discharge  Medicare  recipients  prematurely.  This,  in  turn, 
creates  an  increased  need  for  home  health  care  during  the  rehabilitation 
period.  Medicaid  expenditures  for  home  health  care  may  also  be 
increasing  due  to  this  increased  utilization. 

o  Provider  Enrollment.  Partly  in  response  to  changes  in  state  conditions 
of  participation  and  partly  in  response  to  the  events  described  above, 
there  has  been  significant  growth  in  the  number  of  home  health 
agencies  participating  in  the  Medicaid  program,  from  approximately  90 
in  FY81  to  approximately  155  today. 

It  is  possible  that  the  Health  Care  Financing  Administration's  denials  of  home 
health  claims,  the  growing  number  of  community-based  providers,  and  the 
replacement  of  institutional  care  by  community-based  services  will  increase 
FY89  ekF&uditures  for  community-based  services  beyond  those  of  the  year 
before.  However,  an  investment  in  better  management  and  service  delivery  of 
community-based  long-term  care  services  will  assure  progress  in  diverting  frail 
clients  from  institutional  placement  and  the  provision  of  better  care  of  frail 
and  elderly  patients. 


FY89  AGENDA  AND  REQUEST 

The  House  1  request  for  FY89  includes  $69  million  for  community  long-term 
care  services.  In  FY89,  the  Department  will  more  fully  integrate  community- 
based  services  into  the  long-term  care  system.  Specifically,  the  Department, 
through  the  Elderly  Choices  program,  will  authorize  appropriate  packages  of 
services  delivered  in  a  cost-effective  manner,  so  that  community-based  services 
can  replace  institutional  long-term  care  where  possible. 

In  providing  elderly  recipients  with  alternatives  to  institutional  placement, 
Elderly   Choices   will   have   some   of  the   same   features   that   have   made   ET   so 
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successful:  aggressive  marketing,  ongoing  case  management,  offering  clients 
choices  as  to  what  types  of  services  they  will  receive,  developing  packages  of 
services  in  combinations  that  clients  need,  and  implementing  performance-based 
contracts  with  providers. 

The  three  goals  of  the  Elderly  Choices  program  are: 
o    Helping  frail  elders  remain  in  their  homes; 

o    Assuring  the  appropriate  level  and  quality  of  institutional  care;  and 
o    Making  care  more  afforadable  for  both  clients  and  the  Department. 

Elderly  Choices  will  achieve  these  goals  by: 

o  Systematizing  and  unifying  the  Department's  current  services, 
particularly  community-based  long-term  care  services  which  have  been 
unmanaged; 

o  Developing  new  alternatives  such  as  capitated  models  for  services  and 
improving  current  alternatives  such  as  home-based  services; 

o  Coordinating  services  with  the  Executive  Office  of  Elder  Affairs  and 
other  agencies;  and 

o    Studying  and  encouraging  the  financing  of  other  long  term  care  options. 

The  program  Is  described  in  more  detail  in  the  Special  Report  on  Elderly 
Choices. 
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PHARMACY  SERVICES 


OVERVIEW 


FY87  expenditures  for  pharmacy  services  totalled  $85.6  million  or  6%  of  total 
Medicaid  expenditures.  The  Medicaid  program  pays  for  drugs  prescribed  by  a 
physician.  It  does  not  pay  for  non-prescription  and  experimental  drugs,  or 
those  on  the  U.S.  Food  and  Drug  Administration's  "Less  Than  Effective  Drugs" 
list. 

o    As    the    graph    below    shows,    the    majority    of    FY87    pharmacy    expenditures 
(42%)  were  for  pharmacy  services  provided  to  the  elderly. 


FY87  PHARMACY  EXPENDITURES 
By  Category  of  Assistance 


Elderly — 42K 


Disabled— 38*\  \  ./  Families— 20* 


o  Independent  pharmacy  providers  have  one  of  the  largest  Medicaid  par- 
ticipation rates  of  any  provider  group.  About  98%  (1,200)  of  all  pharmacies 
in  Massachusetts  are  enrolled  and  of  these,  about  99%  received  payment  in 
FY87. 

o  FY87  expenditures  for  the  top  ten  drugs  totalled  $19  million  or  22%  of 
pharmacy  expenditures.  In  addition,  of  the  5.7  million  prescriptions  filled 
in  FY87,  10  drugs  accounted  for  15%.  The  bar  charts  on  the  next  page 
show  Medicaid  expenditures  and  prescription  volume  for  the  top  ten  drugs. 
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FY87  MEDICAID  PHARMACY  EXPENDITURES 

FOR  TOP  TEN  DRUGS 


Zantp?  (Ulcers) 

Xanax  (Tranquilizer) 

Cecor  (Antibiotic) 

Tagamet  (Ulcers) 

Naprosyn  (Anti-inflamatory) 

Cardizem  (Cardiac) 

Keflex  (Antibiotic) 

Procardia  (Cardiac) 

Insulin  (Diabetes) 

Transdym-Nytro  (Cardiac) 


$4.1 


Figures  in  millions  of  dollars 


FY87  MEDICAID  PHARMACY  UTILIZATION 
FOR  TOP  TEN  DRUGS 


Lanoxin  (Cardiac) 

Xanax  (Tranqulizer) 

Dylan  tin  (Antiseizure) 

Insulin  (Diabetes) 

Zantac  (Ulcers) 

Amoxil  (Antibiotic) 

Cecor  (Antibiotic) 

Orthonovum  (Birthcontrol) 

Halcion  (Tranquilizer) 

Dyacide  (Diuretic) 


■  142 


Figures  in  thousands  of  prescriptions 
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REIMBURSEMENT 

The  Department  reimburses  participating  pharmacies  for  each  Medicaid 
prescription  through  a  dispensing  fee,  which  covers  the  pharmacist's  ad- 
ministrative, labor,  and  other  non-material  costs,  and  an  acquisition  cost 
payment,  which  covers  the  cost  of  the  drug  itself.  In  FY87,  the  average  cost 
per  prescription  was  $15.  Approximately  25%  of  total  pharmacy  expenditures 
are  for  the  dispensing  fee.  The  dispensing  fee  is  set  by  the  Rate  Setting 
Commission  and  is  $3.72  per  prescription  in  FY88  and  is  expected  to  be 
increased  slightly  for  inflation  in  early  FY89.  The  acquisition  cost  of  many 
pharmaceuticals  is  paid  according  to  a  list,  developed  by  the  Department's  staff 
and  maintained  through  MMIS,  called  the  Massachusetts  Maximum  Allowable 
Cost  or  "Mass  MAC.  Drugs  which  are  included  on  the  Mass  MAC,  are  paid 
for  at  the  average  wholesale  price  charged  for  trade  name  and  multiple  source 
generic  drugs,  even  if  the  pharmacist  actually  paid  a  higher  price  for  the  drug 
dispensed.  Approximately  one-third  of  drugs  prescribed  to  Medicaid  clients  are 
on  the  Mass  MAC  list. 

MANAGEMENT  IMPROVEMENTS 

Key  management  improvements  since  FY83  include: 

o  In  FY88,  the  number  of  drugs  on  the  Mass  MAC  list  was  increased  from 
approximately  2,800  to  4,000. 

o  The  method  used  to  determine  the  reimbursement  level  was  changed  from 
a  state-based  wholesale  average  to  a  national  average  wholesale  price. 
The  Department  now  obtains  "blue  book"  prices  from  the  American 
Druggist  trade  organization  and  codes  these  in  MMIS.  This  system 
offers  the  ability  to  expand  the  Mass  MAC  program  and  update  prices 
much  more  readily. 

o  The  pharmaceutical  dispensing  form  has  been  revised  so  that  unless  a 
physician  specifically  prescribes  that  a  generic  substitute  may  not  be 
used,  a  pharmacist  must  dispense  the  lower  cost  generic  form.  If  a 
brand  name  drug  is  prescribed  to  a  Medicaid  recipient  with  this  "no 
substitution"  provision,  the  Mass  MAC  system  will  be  overridden. 

o  As  of  November  1987,  Medicaid  will  pay  the  lower  of  either  the  Mass 
MAC  or  the  federal  upper  limit  under  the  Medicare  program. 

FY89  AGENDA  AND  REQUEST 

The  House  1  request  for  FY89  includes  $86  million  for  pharmacy  services. 
The  goal  of  the  Department  in  FY89  is  to  assure  more  appropriate  use  of 
pharmacy  services.     Among  the  initiatives  proposed  to  achieve  this  goal  are: 

o  file  legislation  authorizing  nursing  homes  to  return  unused  medications 
to  pharmacies  and; 

o  inclusion  of  new,  and/or  more  cost-effective  drugs  such  as  lactulose  in 
the  Medicaid  program. 
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DENTAL  SERVICES 


OVERVIEW 


In  FY87,  Medicaid  expenditures  for  dental  services  totalled  $20.7  million. 
Approximately  171,000  Medicaid  clients  received  dental  services  in  FY87.  The 
most  common  services  provided  were  restorative  services,  (such  as  fillings  and 
dentures),    and    preventive    services    (annual    cleanings    and    fluoride    treatments). 


FY87  Dental  Expenditures 

by  Category  of  Assistance 


Families-74.4* 


Disabled- 16.1* 


Elderly-9.5* 


Families  accounted  for  almost  75%  of  dental  expenditures,  largely 
due  to  their  use  of  a  large  volume  of  fillings  and  other  restorative 
services. 

While  elderly  recipients  accounted  for  about  10%  of  dental 
expenditures,  they  accounted  for  the  highest  payments  per  recipient, 
in  large  part  because  they  needed  relatively  expensive  prosthodontic 
services  such  as  dentures. 
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FY89  AGENDA  AND  REQUEST 

House  1  for  FY89  includes  $26.6  million  for  dental  services.  The  Department's 
key  initiative  in  this  area  in  FY89  will  be  the  implementation  of  a  capitated 
dental  program  for  Medicaid  recipients.  Medicaid's  dental  program  has 
historically  included  a  restorative  focus  that  in  some  cases  does  not  recognize 
the  value  of  preventive  approaches  to  care,  particularly  for  children.  In  FY88, 
the  Department  will  request  and  evaluate  proposals  from  private  insurance 
companies  to  underwrite  a  capitated  dental  insurance  plan  for  the  Medicaid 
population  for  the  provision  of  dental  services  through  a  risk-based  selective 
contract.  Dental  services  under  this  contract  could  be  expanded  to  include 
more  preventive  forms  of  care.  Expanding  services  to  cover  scaling,  second 
cleanings,  fluoride,  and  dental  sealants,  for  example,  could  result  in  long-run 
savings  by  refocusing  the  emphasis  of  the  program  from  more  costly 
restorative  services  to  more  cost-effective  preventive  services. 
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OTHER  NON-INSTITUTIONAL  SERVICES 


Non-institutional  services  encompass  a  wide  range  of  important  community- 
based  services  delivered  by  over  40  different  types  of  providers  of  which 
durable  medical  equipment  and  supplies  account  for  the  largest  single 
expenditure.  FY87  expenditures  for  these  services  totalled  $80.1  million. 
(Premiums  for  Health  Choices  managed  care  plan^  described  in  the  Health 
Choices  section  of  this  narrative,  are  also  included  in  these  expenditures.) 
Non-institutional  services  meet  a  variety  of  preventive,  acute,  and  chronic 
health  care  needs  of  Medicaid  recipients.  Described  below  are  three  categories 
of  non-institutional  providers  and  FY87  expenditures  for  each  service. 


DURABLE  MEDICAL  EQUIPMENT  fDMEl  AND  SUPPLIES 

Overview 

FY87  expenditures  for  Durable  Medical  Equipment  and  supplies  totalled  $19.2 
million.  Two-thirds  of  these  expenditures  were  made  on  behalf  of  disabled 
recipients,  and  nearly  20%  for  elderly  recipients  both  in  the  community  and  in 
institutions.  These  services  include  such  critical  items  as  wheelchairs,  hospital 
beds,  prostheses  and  respiratory  equipment,  which  allow  disabled  clients  to  live 
more  independently  and  can  improve  their  quality  of  life.  The  Department's 
goal  with  regard  to  these  services  is  to  assure  that  clients  have  access  to  all 
medical  equipment  and  supplies  they  need.  At  the  same  time,  however,  there 
is  a  large  degree  of  variability  in  the  cost  and  quality  of  these  services  among 
providers.  The  initiatives  outlined  below  will  assure  that  clients  receive 
necessary  services  provided  in  a  cost-effective  manner. 

Management  Improvements 

Beginning  in  FY88,  the  Department  implemented  a  prior  approval  initiative  for 
Durable  Medical  Equipment.  As  a  result,  the  Department  has  been  able  both  to 
better  manage  the  Durable  Medical  Equipment  program  as  well  as  to  identify 
high  cost  vendors.  Recipients  have  also  been  better  served,  since  the  project 
has  identified  cases  in  which  recipients  were  either  receiving  inappropriate 
services  or  not  receiving  the  equipment  prescribed  for  them.  The  project 
included: 

o    Revision    of   DME    regulations    and    associated    billing   instructions    and    fee 
schedules  in  order  to: 

-  strengthen  clinical  review  guidelines  to  clarify  coverage  and 
outline  medical  necessity  criteria  for  certain  types  of  equipment; 
and 

-  improve  service  delivery  and  reduce  administrative  overhead  by 
streamlining  the  review  process. 

o    Implementation    of    changes    to    the    prior    approval    process,    resulting    in 
better  reviews  and  greater  program  efficiencies,  including: 

-  development  of  prior  approval  review  protocols; 
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.     increased    quality    of    reviews    through    consultation    with    physical 
therapists  and  other  medical  professionals;  and 

-     extended  provider  documentation  on  prior  approval  requests. 

o    Improved  Third  Party  Liability  enforcement;  and 

o    Enhanced  provider  education  through  provider  bulletins. 

In  addition  to  these  initiatives,  the  Department  has  begun  the  preferred 
provider,  selective  contracting  process  for  certain  categories  of  Durable 
Medical  Equipment  to  develop  contracts  with  the  highest  quality  and  most 
cost-effective  providers. 

FY89  Agenda  and  Request 

The  House  1  request  includes  approximately  $27  million  for  DME  services.  In 
FY89  the  Department  wilL 

o    Develop    selective    contracts    for    one    or    more    categories    of    durable 
medical  equipment; 

o    Continue  to  improve  the  prior  approval  process;  and 

o    Establish    a    uniform    and    consistent    fee    schedule    for    durable    medical 
equipment  that  will  allow  for  direct  billing  by  vendors. 

TRANSPORTATION 

Overview 

In  FY87,  the  Department  spent  $16.6  million  on  transportation  services 
including  taxi,  dial-a-ride,  chair-car  and  ambulance.  (This  excludes  another  $3 
million  paid  to  Adult  Day  Health  Providers  for  transportation  services.)  The 
majority  of  these  expenditures,  84%,  were  made  on  behalf  of  elderly  and 
disabled  clients.  Vendors  provide  transportation  to  medical  services  for 
recipients  who  are  otherwise  unable  to  get  to  hospitals  and  doctors'  offices. 

M?"flgcment  Improvements 

During  FY88,  new  procedures  for  authorization  of  transportation  services  were 
instituted  in  local  offices  to  better  control  utilization  of  taxi  and  dial-a-ride 
services.  These  will  be  expanded  in  FY89,  generating  estimated  savings  of 
$0S  million. 

FY89  Agenda  and  Request 

The  House  1  request  for  FY89  includes  approximately  $24  million  for 
transportation  services.  The  more  permanent  solution  to  better  manage 
transportation  expenditures  is  to  contract  selectively,  using  preferred  providers 
or  through  a  brokerage  network  with  certain  transportation  vendors  (for  all 
services    except    ambulance    transportation).        In    such    a    system,    the    single 
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contractor  sub-contracts  for  all  forms  of  transportation  and  arranges  all  trips 
for  recipients.  This  system  has  the  additional  benefit  of  reducing  local  office 
paperwork  so  that  field  staff  who  now  authorize  transportation  wOl  have  more 
time  for  other  case  management  responsibilities.  The  initial  contracts  are 
expected  to  be  in  the  local  areas  where  such  brokerage  arrangements  appear 
most  readily  achievable,  such  as  Cape  Cod,  Worcester,  the  Merrimack  Valley, 
and  Marlborough. 


LABORATORY  SERVICES 
Overview 

In  FY87,  the  Department  spent  approximately  $23  million  on  clinical  laboratory 
services:  $1.6  million  provided  through  independent  labs,  $1.7  million  through 
labs  associated  with  doctors'  offices,  and  $20  million  for  outpatient  services 
through  acute  hospital  labs.  Spending  for  labs  in  doctor's  offices  and  acute 
hospitals  are  reported  in  expenditures  for  those  provider  types. 

FY89  Agenda  and  Request 

The  House  1  request  for  FY89  includes  approximately  $2.3  million  for 
independent  laboratory  services.  A  number  of  initiatives  to  control  the  growth 
in  laboratory  expenditures  are  planned  for  FY89,  including: 

-  Selective  contracting  with  labs; 

-  Limiting  hospital  lab  charges  at  least  to  the  Medicare  ceiling;  and 

-  Review  of  provider  practices  regarding  ordering  of  laboratory  tests. 

o  Under  selective  contracting,  the  Department  would  contract  with  a  few 
laboratories  to  provide  all  outpatient  lab  services  for  Medicaid  recipients 
at  a  discounted  rate.  One  option  in  this  system  would  be  to  allow  non- 
selected  labs  to  provide  services,  but  reimbursement  would  be  at  the 
discounted  rate. 

o  Currently,  some  hospital  laboratory  charges  exceed  those  paid  to 
independent  labs.  Many  hospitals  now  contract  with  independent  labs  for  a 
significant  percent  of  certain  outpatient  tests.  Medicaid  reimbursement  for 
these  tests  however,  at  current  hospital  rates,  is  often  much  higher  than 
the  fees  paid  directly  to  those  same  independent  laboratories.  The 
Department  believes  that  laboratory  charges  in  different  settings  should  be 
more  comparable.  In  addition,  federal  legislation  mandates  that  Medicaid 
reimbursement  for  hospital  outpatient  clinical  services  be  no  higher  than 
rates  set  in  the  Medicare  fee  schedule.  Although  Massachusetts  was 
initially  exempt  from  this  requirement,  HCFA  has  informed  the  Department 
that  it  must  now  reduce  hospital  lab  fees  to  Medicare  levels  in  order  to 
receive  federal  financial  participation  for  these  services. 

o  Finally,  through  a  series  of  management  reports,  the  Department  is 
examining  utilization  patterns  of  providers  who  order  laboratory  procedures 
for  recipients.  These  reports  yield  much  more  detailed  profiles  of  both 
client    utilizers    and    providers    of    services    than    were    previously    available. 
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Once    identified,    high    users    can    be    targeted    for    education    and/or    case 
management.  . 


FY89  AGENDA  AND  REQUEST 

The  House  1  request  for  FY89  includes  $116M  for  DME,  transportation, 
laboratory,  and  other  non-institutional  services  including  premiums  for  Health 
Choices  enrollees.  The  goal  of  the  Department  in  FY89  is  to  maximize  the 
utility  of  such  services  in  supporting  good  health  and  preventive  care.  Among 
the  FY89  initiatives  proposed  to  achieve  this  goal  are: 

o    Selective    contracting    for    laboratory    services,    durable    medical    equipment 
and  transportation; 

o    Improved  prior  authorization  for  durable  medical  equipment;  and 

o    Further  expansion  of  the  Health  Choices  program. 
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HEALTH  CHOICES 


OVERVIEW:  1987-1988  PERFORMANCE 

The  Health  Choices  program,  initiated  with  legislative  support  in  FY87,  is 
intended  to  give  Medicaid  recipients  the  same  health  care  options  available  to 
privately  insured  dozens  of  the  Commonwealth.  Health  Choices  emphasizes 
managed  care,  a  type  of  health  care  plan  through  which  individuals  choose  a 
primary  care  physician  who  then  provides  or  arranges  for  all  health  care 
services.  Health  Choices  offers  this  care  from  several  different  types  of 
community-based  providers,  and  is  designed  to  address  the  inefficiencies  and 
inequities  of  the  fragmented,  uncoordinated,  and  very  expensive  fee-for-service 
health  care  system.  Specifically,  families  can  choose  health  coverage  through 
basic,  fee-for-service  Medicaid  or  from  among  the  following  plans: 

o  Health  Maintenance  Organisations  fHMOs\  which  provides  coordinated 
care  through  prepaid  and  capitated  arrangements  with  state-licensed 
HMOs; 

o  Preferred  Physician  Plan,  which  provides  coordinated  care  though 
physicians  in  private  practice;  and 

o  Neighborhood  Health  Plan  and  Prepaid  Medical  Care  Program.  which 
provide  coordinated  care  through  community  health  centers. 

Managed  care  plans  represent  a  significant  change  from  the  existing  fee-for- 
service  system,  for  both  recipients  and  providers.  Many  clients,  given  the 
opportunity  to  receive  care  from  their  own  physicians,  will,  as  the  general 
population  has  done,  select  managed  care  plans  and  physicians'  offices  for 
their  health  care,  rather  than  expensive  emergency  rooms  and  hospital 
outpatient  departments.  Similarly,  providers,  given  a  pre-paid  amount  to 
manage  recipients'  care,  will  provide  coordinated,  preventive,  and  more  cost- 
effective  care. 

The  Department  has  continued  to  expand  and  improve  Health  Choices.  Through 
FY88  the  Health  Choices  program: 

o  Signed  contracts  with  every  HMO  serving  Massachusetts  residents,  20  in 
all; 

o  Negotiated  limited  risk  contracts  with  community  health  centers  for  the 
second  year  of  the  Prepaid  Medical  Care  program; 

o    Expanded  the  marketing  function  to  all  63  local  welfare  offices; 

o  Began  contracting  with  the  Neighborhood  Health  Plan,  a  new  HMO  that 
will  sub-contract  with  community  health  centers,  beginning  in  Boston 
and  later  expanding  to  the  rest  of  the  state; 

o    Will  enroll  30,000  recipients  by  the  end  of  June; 

o  Has  begun  expanded  quality  assurance  review  of  Health  Choices 
providers;  and 
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o  Has  offered  former  recipients  who  leave  the  welfare  caseload  and  become 
employed  in  a  job  without  health  insurance  one  year  of  continued  health 
coverage  in  Health  Choices. 

Expansion  of  the  Health  Choices  program  now  gives  Medicaid  recipients 
throughout  the  Commonwealth  access  to  a  managed  care  plan.  As  contracts 
have  been  signed  statewide,  Health  Choices  staff  have  visited  local  welfare 
offices  to  educate  personnel  in  those  offices  about  the  Health  Choices  program 
in  general,  and,  in  particular,  about  the  plans  in  their  area.  This  training  will 
continue  in  FY89. 


BACKGROUND 

The  Department  designed  Health  Choices  as  part  of  an  effort  to  restructure 
the  existing  Medicaid  program  from  a  predominantly  fee-for-service  system 
which  provides  few,  if  any,  incentives  to  control  costs  or  ensure  appropriate 
utilization  of  health  care  services,  to  a  system  that  emphasizes  managed  care. 
This  emphasis  ensures  comprehensive,  high-quality  health  care  delivered  in 
appropriate  settings  and  on  a  cost-effective  basis.  The  Health  Choices 
program  addresses  the  following  problems  inherent  in  the  traditional  Medicaid 
fee-for-service  program: 

o  Quality  is  not  assured.  Because  there  is  no  guarantee  that  Medicaid 
recipients  will  be  able  to  secure  the  services  of  a  personal  physician, 
the  system  fails  to  ensure  continuity  of  care.  Recipients  may  receive 
routine  treatment  from  many  different  practitioners  rather  than  more 
individual  treatment  from  a  personal  physician.  Furthermore,  the 
Department  has  not  had  a  consistent  system  for  monitoring  the  quality 
of  care  delivered  for  every  type  of  service. 

o  Access  to  care  is  not  guaranteed.  In  areas  where  few  providers  are 
willing  to  accept  Medicaid  recipients,  many  poor  people  become 
dependent  on  acute  hospital  emergency  rooms  and  outpatient  departments 
for  their  primary  and  specialty  care.  Thus,  the  fee-for-service  system 
does  not  ensure  the  provision  of  necessary  and  appropriate  services. 

o  Costs  cannot  be  controlled.  The  fee-for-service  system  does  not  ensure 
the  delivery  of  appropriate  services  in  a  cost-effective  fashion.  The 
system  pays  providers  for  each  service  they  deliver,  thus  at  least 
implicitly  encouraging  providers  to  deliver  more,  and  more  intensive, 
services  than  necessary. 

o  There  are  few  incentives  to  choose  economical  providers.  The  present 
system  does  not  confine  the  purchase  of  Medicaid  services  to  the  most 
economical  providers  available,  despite  wide  variations  in  charges  for 
similar  services  within  some  provider  groups,  particularly  hospitals. 

The  Medicaid  fee-for-service  system  in  which  the  Department  reimburses 
providers  after  the  fact  for  the  individual  services  which  are  delivered,  results 
in  the  following  fundamental  inequities  and  disadvantages: 
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o  Perpetuation  of  dual-care  system.  A  rapidly  increasing  portion  of  the 
general  population  now  has  the  opportunity,  and  has  chosen,  to  receive 
health  care  through  new,  alternative  delivery  systems  such  as  HMOs  that 
provide  convenient  access  to  primary  and  specialty  care.  Poor  people 
have  not  had  this  freedom  of  choice. 

o  Limited  access  to  primary  care  physicians  and  over-reliance  on 
emergency  rooms  and  hospital  clinics  for  routine  care,  hfajiy  luw-income 
families  find  that  primary  and  specialty  care  physicians  cannot  treat 
them  because  these  providers  do  not  participate  in  the  Medicaid  program. 
Consequently,  many  rely  for  routine  primary  care  on  teaching  hospitals 
which  are  more  expensive  and  often  provide  fragmented  service  delivery. 
Recipients  are  seen  by  different  doctors,  often  residents,  on  an  episodic 
basis. 

o  Disincentive  for  prudent  buying.  The  piecemeal  purchase  of  any  set  of 
products,  including  health  care,  is  inefficient;  it  prevents  the  buyer  -  in 
this  case  the  state  —  from  using  its  economic  leverage  to  secure  the 
most  competitive  price. 

o  Economic  costs  for  clients.  Inappropriate  utilization  of  services  in 
unnecessarily  expensive  settings  generates  a  severe  misallocation  of 
resources,  absorbing  funds  that  could  be  used  to  address  other  client 
needs. 

Long-term  savings  are  achieved  through  managed  health  care  plans  that  place 
an  emphasis  on  primary  and  preventive  care  and  a  reduction  in  hospitalization. 
Health  Choices  providers  render  cost-effective  care  by: 

o    Emphasizing  preventive  and  primary  care; 

o  Delivering  services  in  noninstitutional  settings  whenever  possible,  and, 
when  hospital  care  is  necessary,  using  the  most  cost-effective  hospital 
that  will  meet  the  recipient's  needs; 

o  Ordering  only  tests  and  other  ancillary  services  that  are  necessary  for 
diagnosis  and  treatment;  and 

o    Designing  economical  and  (when  appropriate)  nonmedical  follow-up  care. 


HEALTH  CHOICES  PROGRAMS 

Coordinated,  or  managed,  care  through  HMOs,  community  health  centers,  and 
physician  group  practices  provides  continuing,  comprehensive,  high  quality  care 
to  enrolled  recipients.  Enrollees  select  a  single  provider  (a  community  health 
center,  health  maintenance  organization,  or  physician)  who  provides  or 
arranges  for  all  necessary  health  care  services.  Health  Choices  enrollees  are 
entitled  to  the  same  benefits  as  other  Medicaid-insured  families,  either 
through  a  managed  care  plan  or  by  using  the  fee-for-service  system  for 
services  not  covered  by  the  captitated  rate.  However,  enrollees  only  receive 
that  care  which  is  deemed  necessary  by  the  provider.  Such  an  arrangement 
guarantees    that    the    Department    pays    only   for    appropriate    and    required    care. 
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Health    Choices    managed    care    offers    significant    advantages    to    recipients, 
including: 

o  The  opportunity  to  have  a  personal  family  physician  to  answer  questions 
and  to  provide  routine  and  coordinated  care  rather  than  fragmented  care 
in  institutional  settings;  and 

o  Quality  care  through  continuity  of  services,  with  the  assurance  of  24- 
hour  access  to  care  and  availability  of  most  services  in  a  single 
location. 

a.  Fulfil  Mff^^^r^r  ftrrm;™Hn"<  f™^) 

HMOs  are  organized  health  care  delivery  systems  that  provide  a 
comprehensive  range  of  health  care  services  to  an  enrolled  population  in 
exchange  for  fixed,  prepaid  premiums.  HMOs  differ  from  traditional 
insurance  in  that  they  are  responsible  for  actually  providing  health  services. 
Primary  care  physicians  within  the  HMO  coordinate  and  refer  all  routine, 
specialty,  and  hospital  care. 

HMOs  vary  in  organizational  form  but  there  are  three  basic  types: 

1.  Staff  model  -  Services  are  provided  by  salaried  practitioners  who  are 
employed  by  the  HMO.  Most  services  (except  hospitalization)  are 
provided  at  one  location. 

2.  Medical  group  model  -  The  HMO  contracts  with  multispecialty  group 
practices,  which  provide  all  services  to  enrollees  in  one  location. 
Practitioners  also  care  for  fee-for-service  patients. 

3.  Individual  practice  association  (IPA)  -  The  HMO  contracts  with 
individual  practitioners  to  provide  services  to  members.  Unlike  the 
other  two  models,  the  IPA  provides  services  in  a  variety  of  locations, 
usually  physicians'  offices. 

Costs  incurred  by  HMOs  for  services  delivered  to  Medicaid  recipients  above 
their  total  premium  revenue  must  be  absorbed  by  the  HMO.  Similarly, 
savings  generated  are  retained.  Thus,  HMOs  have  an  incentive  to  provide 
only  necessary  and  appropriate  care  in  the  most  cost-effective  setting 
possible.  Medicaid  recipients  receive  high  quality  health  services  with  an 
emphasis  on  primary  and  preventive  care,  and  the  state  becomes  a  more 
prudent  and  responsible  purchaser  of  health  care  services. 

By  January,  1988,  all  20  major  HMOs  in  the  Commonwealth  had  signed 
contracts  with  the  Department.  Total  Medicaid  HMO  enrollment  increased 
from  approximately  4,000  in  FY86  to  more  than  15,000  recipients  currently. 

B.  Prepaid  Medical  Care  Program 

The  Commonwealth's  network  of  approximately  56  neighborhood  community 
health  centers  has  been  an  important  component  of  the  Department's  Health 
Choices  initiative,  providing  comprehensive  health  care  services,  with  an 
emphasis  on  primary  care  in  communities  where  Medicaid  recipients  live. 
Until   FY87,   health  centers  had  been  reimbursed  by  the  Department  through 


334 


two  fee-for-service  mechanisms,  one  of  which  utilized  a  case  management 
approach. 

In  October  1987,  the  Department  began  the  Prepaid  Medical  Care  program 
in  community  health  centers.  The  program,  developed  in  cooperation  with 
the  Massachusetts  League  of  Community  Health  Centers,  pays  participating 
centers  a  monthly  premium  per  recipient,  similar  to  that  paid  to  HMOs. 
The  monthly  premium  covers  the  cost  of  most  ambulatory  medical  care  and 
all  physician  services,  and  some  administrative  costs.  Unlike  an  HMO,  the 
premium  does  not  cover  the  cost  of  inpatient  hospital  services  and  health 
centers  were  not  at  financial  risk  for  costs  exceeding  premium  revenues 
during  FY87,  the  first  year  of  the  program.  During  this  second  contract 
year,  health  centers  do  have  limited  risk 

The  Prepaid  Medical  Care  program  represents  a  significant  change  in  the 
way  community  health  centers  organize,  provide,  and  receive  reimbursement 
for  health  care  services.  Many  centers  view  the  program  as  important  to 
their  survival  in  a  very  competitive  health  care  market,  which  increasingly 
emphasizes  managed  care.  Community  health  centers  have  made  several 
changes  to  their  medical  and  administrative  systems  as  a  result  of  the 
Prepaid  Medical  Care  program. 

o  Medical  Network.  Affiliation  agreements  have  been  developed  with  local 
hospitals  and  specialty  physicians  to  assure  that  enrollees  have  access  to 
services  they  need  that  may  not  be  provided  directly  by  the  health 
centers. 

o  Computerization.  Many  of  the  health  centers'  administrative  activities, 
as  well  as  additional  activities  necessary  to  meet  requirements  of  the 
Prepaid  Medical  Care  program,  have  been  automated. 

o  Recipient  Education.  Outreach  efforts  are  underway  in  some  centers  to 
educate  Medicaid  recipients  about  health  care  services  available  through 
the  Health  Choices  program.  These  efforts  involve  brochures,  posters 
and  open  houses. 

To  assist  health  centers  in  meeting  the  ambitious  administrative  and  clinical 
requirements  of  a  managed  care  program  for  Medicaid  recipients,  in  FY87 
the  Legislature  appropriated  $500,000  for  grants  to  community  health 
centers.  Twenty-two  proposals  were  received  from  health  centers  with 
requests  totalling  over  $1.0  million  dollars  to  develop  medical  networks, 
management  information  systems,  utilization  review  and  quality  assurance 
programs,  and  marketing  plans.  The  Department  reviewed  all  of  the 
proposals  and  approved  grants  to  approximately  20  community  health 
centers. 

As  of  January  1988,  the  Department  has  Prepaid  Medical  Care  contracts 
with  15  community  health  centers  and  has  enrolled  nearly  10,000  recipients 
in  these  managed  care  programs. 

C  Neighborhood  Health  Plan  (NHP) 

In  FY88,  the  Department  has  begun  to  phase  out  the  Prepaid  Medical  Care 
program    as    it    now    exists,    and    instead    is    contracting    with    health    centers 
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through  the  Neighborhood  Health  Plan,  a  new  state-licensed  HMO  that  will 
sub-contract  with  community  health  centers.  Through  this  arrangement  the 
Department  expects  to  reduce  the  administrative  burden  of  the  Prepaid 
Medical  Care  program  and  to  permit  more  complete  management  of 
premiums  for  Medicaid  recipients  enrolled  in  Health  Choices  programs  at 
health  centers.  A  single  risk  contract  with  Neighborhood  Health  Plan, 
which  will  include  inpatient  services,  will  replace  many  of  the  individual 
limited-risk  Prepaid  Medical  Care  contracts.  This  program  began  with 
health  centers  in  Boston  in  FY88,  and  is  expected  to  expand  to  the  rest  of 
the  state  in  FY89. 


FYB9  AGENDA 

In  FY89  the  Health  Choices  program  will: 

o    Enroll  40,000  recipients; 

o  Expand  the  capacity  of  community-based  managed  care  in  the  city  of 
Boston  through  the  Neighborhood  Health  Plan; 

o  Improve  management  of  the  community  health  center  managed  care 
program  through  a  comprehensive  contract  with  the  Neighborhood  Health 
Plan; 

o  Consider  selective  contracting  with  the  HMOs  that  are  the  most 
efficient  in  delivering  quality  health  care  services; 

o  Recruit  physicians  with  high  quality,  cost-effective  private  practices  into 
Health  Choices; 

o  Educate  recipients  about  the  benefits  of  having  a  primary  care  physician 
and  encourage  those  who  do  not  enroll  in  HMOs  or  Prepaid  Medical  Care 
plans  to  enroll  with  a  doctor  who  participates  in  the  Preferred  Physician 
plan; 

o  Develop  educational  and  promotional  materials  to  encourage  all  clients  to 
select  a  primary  care  physician  and  to  take  children  for  regular  check- 
ups; 

o  Extend  the  Health  Choices  option  to  disabled  adults  through  HMO 
enrollment; 

o  Continue  the  integration  of  Health  Choices  into  the  case  management 
system  and  local  office  operations; 

o  Identify  recipients  who  are  high  utilizers  of  emergency  rooms,  such  as 
children  with  a  diagnosis  of  asthma.  In  these  cases,  Health  Choices 
Advisors  with  training  in  understanding  the  clinical  aspects  of  the  illness 
will  talk  to  clients  about  changing  the  way  they  obtain  health  care;  and 

o  Continue  to  monitor  quality  of  care  of  Health  Choices  providers  and 
develop  mechanisms  to  monitor  the  quality  of  sub-contracted  services 
such  as  pharmacy,  radiology,  and  home  health. 
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As  the  Health  Choices  program  becomes  more  fully  integrated  into  the  local 
office  case  management  system,  it  is  expected  that  recipients  will  gain  a 
greater  understanding  of  the  importance  of  regular  primary  care  for  all  family 
members,  as  well  as  the  benefits  of  a  managed  care  plan.  This  increased 
emphasis  on  good  health  care  should  facilitate  the  enrollment  of  40,000 
recipients  into  Health  Choices  by  the  end  of  FY89. 
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SreCHU  REPORT  ON  FTDER^Y  choices 


One  of  the  most  serious  problems  confronting  the  Commonwealth,  and  the 
Medicaid  program  in  particular,  is  how  to  provide  affordable,  quality  care  to 
the  elderly  population.  The  growing  elderly  population,  as  well  as  the 
increasing  costs  of  nursing  home  care,  have  made  these  goals  increasingly 
difficult  to  achieve.  Accordingly,  for  FY89  the  Department  is  proposing  to 
better  manage  services  for  elders  through  an  Elderly  Choices  program.  The 
goals  of  the  Elderly  Choices  program  are  to: 

o    Coordinate    existing    services    to    help    frail    elders    remain    in    their    homes 
whenever  possible; 

o    Assure  the  appropriate  level  and  high  quality  of  institutional  care;  and 

o    Make  care  more  affordable  for  both  clients  and  the  Department. 

The  Problem 

In  FY87,  over  $675  million  —  47%  of  the  Medicaid  budget  —  was  spent  on 
institutional  long-term  care  in  nursing  homes  and  chronic  hospitals.  More 
new  nursing  home  beds  are  expected  to  be  available  in  the  next  few  years, 
which,  while  easing  the  recent  bed  shortage,  will  also  increase  already 
significant  Medicaid  expenditures  for  nursing  homes,  as  70%  of  the  state's 
nursing  home  beds  are  funded  by  Medicaid. 

Institutional  placement  is  only  one  of  many  options  available  to  frail  elders. 
Services  for  elderly  recipients  are  also  provided  in  the  community  through 
noninstitutional  types  of  services.  However,  by  the  time  many  elderly  people 
seek  nursing  home  care,  they  have  become  so  frail,  that  institutional  placement 
is  the  only  viable  option.  Additionally,  few  third  party  payers  cover  long-term 
care  costs  —  Medicare  only  pays  for  very  intensive  and  skilled  care  and  only 
for  three  to  four  months.  Since  nursing  home  care  is  very  expensive,  the  only 
choice  for  most  elderly  people  is  to  deplete  their  resources  and  become 
Medicaid  recipients.  A  more  coordinated  and  managed  approach  both  to 
identifying  elders  at  risk  of  nursing  home  placement  and  providing  them  with 
the  community-based  supports  they  need  to  remain  at  home  will  prevent 
institutional  placement  and  achieve  Medicaid  savings 

To  date,  the  much  smaller  community-based  system  has  been  largely 
unmanaged,  resulting  in  fragmented,  duplicative,  and  overlapping  service 
delivery.  There  are  many  points  of  entry  into  the  system  and  little 
coordination.  Families  often  feel  that  they  are  trapped  by  the  choice  of 
institutionalizing  a  frail,  elderly  parent  or  providing  by  themselves  all  of  the 
medical  and  functional  assistance  that  the  person  needs.  The  result  is  that 
some  elders  who  could  benefit  from  community-based  care  and  stay  out  of 
nursing  homes,  are  forced  to  be  admitted. 

The  Solution  -  Elderly  Chokes 

Elderly  Choices  aims  to  provide  a  continuum  of  services  of  different  types 
and  intensity  so  as  to  avoid  unnecessary  and  costly  institutionalization 
whenever    possible.        In    providing    elderly    recipients    with        alternatives    to 
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institutional  placement,  Elderly  Choices  will  have  some  of  the  same  features 
that  have  made  ET  so  successful:  aggressive  marketing,  ongoing  case 
management,  offering  clients  choices  as  to  what  types  of  services  they  will 
receive,  developing  packages  of  services  in  combinations  that  clients  need,  and 
implementing  performance-based  contracts  with  providers.     Elderly  Choices  wOl: 

o  Systematize  and  unify  the  Department's  current  services,  particularly 
community-based  long-term  care  services  wfcirh  have  been  unmanaged; 

o  Develop  new  alternatives  such  as  capitated  models  for  services  and 
improve  current  alternatives  such  as  home-based  services; 

o  Coordinate  services  with  the  Executive  Office  of  Elder  Affairs  and 
other  agencies;  and 

o    Study  and  encourage  the  finanring  of  other  long  term  care  options. 

Specific  initiatives  designed  to  meet  the  three  goals  of  Elderly  Choices  are 
discussed  below.  The  chart  on  the  next  page  illustrates  the  major  components 
of  the  program  and  the  continuum  of  services  that  make  up  Elderly  Choices. 

Cooperation  with  the  Executive  Office  of  Elder  Affairs  will  be  crucial  to  the 
success  of  the  initiatives  discussed  below,  particularly  for  prior  authorization 
of  community-based  services  and  the  development  of  capitated  care  models. 
An  interagency  agreement  to  be  signed  by  the  two  agencies  will  allow 
working  relationships  to  develop  among  agency  staff.  For  example,  nurses 
will  work  with  case  management  staff  at  home  care  corporations  in  screening 
clients  and  pre-authorizing  all  long-term  care  services.  Case  managers  will  be 
able  to  coordinate  Elder  Affairs'  social  services  with  the  Welfare  Department's 
medical  services,  thereby  providing  better  and  more  cost-effective  treatment 
plans. 

Helping  Frail  Elders  Remain  ja  Their  Homes 

In  designing  and  improving  noninstitutional  alternatives  for  the  elderly,  the 
Department  will: 

o  Ensure  that  providers  have  incentives  to  provide  preventive  care  by 
developing  capitated  payment  mechanisms; 

o  Ensure  that  clients'  needs  are  met  as  appropriately  as  possible,  through 
the  use  of  case  management;  and 

o    Coordinate  services  through  case  management  so  as  to  avoid  duplication. 

The  initiatives  the  Department  will  develop  or  improve  upon  to  help  elders 
remain  in  their  homes  are  described  below. 

o  Prior  Authorization  of  Community  Based  Services.  In  FY89  the 
Department  will  refine  and  strengthen  its  prior  authorization  of 
community  long-term  care  services  through  a  single  entry  point,  with 
the  goals  of  preventing  premature  institutionalization,  eliminating 
duplication  of  services,  controlling  costs,  and  coordinating  services. 
Initial    and    periodic    screenings    will    be    performed    to    verify    that    the 
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PREVENTIVE  HEALTH  CARE 
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(HOME  CARE.  HOMEMAKER.  FAMILY 
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COMMUNITY  LONG  TERM  CARE 

0      0      0 

HOME  HEALTH 

PRIVATE  DUTY  NURSING 

PERSONAL  CARE  ATTENDANTS 

HOSPICE 

ADULT  DAY  HEALTH 

ADULT  FOSTER  CARE 
ON  LOK  MODELS 
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AND  CARE  PLAN 

COMMUNITY  CARE  CONNECTION 
LIFE  CARE  COMMUNITIES 
REST  HOMES 

INTAKE 

ACUTE  HOSPITAL  SERVICES 

0      0      0 

HMO/LTC  MODELS 

INSTITUTIONAL  LONG  TERM 

CARE 

0      0      0 
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services  provided  are  still  needed.  In  many  cases,  the  Department 
already  pre-authorizes  home  health  and  nursing  services  and  durable 
medical  equipment. 

Capitated  Services.  Capitated  reimbursement  models  for  community- 
based  care  for  elders  are  becoming  a  valuable  mechanism  for  service 
delivery.  Carefully  selected  providers  in  these  programs  receive  a  daily 
or  monthly  prepaid  amount  per  recipient  and  are  able  to  design  service 
packages  that  provide  flexibility  in  meeting  individual  clients'  needs. 
The  capitated  programs  described  below  vary  in  the  service  packages 
they  provide  or  contract  to  provide  and  in  the  frailty  of  the  clients 
they  serve. 

-  On  Lok  Model.  This  San  Francisco  program  manages  and  provides 
comprehensive  health  and  social  long-term  care  services  to  Medicaid 
recipients  on  a  pre-paid  capitated  basis  using  pooled  funding  from 
Medicare,  Medicaid,  and  the  client  All  services,  including  adult  day 
health,  primary  care  physicians,  nursing,  therapies,  nutrition  services, 
dentistry,  home  health,  personal  care  attendants  and  transportation, 
are  provided  directly  by  On  Lok  staff  and  reimbursed  through  the 
capitated  rate.  Aggressive  case  management,  coupled  with  the  use  of 
adult  day  health  programs,  prevents  institutionalization  of  frail 
clients. 

The  East  Boston  Neighborhood  Health  Center  has  been  selected  by 
the  Robert  Wood  Johnson  Foundation  as  one  of  six  sites  chosen 
nationwide  for  funding  to  replicate  an  On  Lok  model  program.  In  a 
test  year,  beginning  April  1,  1988,  the  East  Boston  Neighborhood 
Health  Center  will  track  the  costs  of  care  for  participating  clients. 
Initially,  the  Center  will  receive  capitated  payments  and  periodic 
adjustments  from  the  Department  to  reflect  their  actual  expenses.  In 
succeeding  years,  there  will  be  a  gradual  assumption  of  full  risk  for 
cases  where  the  costs  of  patient  care  exceed  the  capitation.  In  FY89 
the  Department  will  pursue  expanding  the  On  Lok  model  to  more 
sites. 

-  Social  Health  Maintenance  Organization.  In  FY89,  the  Department 
will  pursue  the  development  of  a  social  health  maintenance 
organization  (SHMO).  A  SHMO  is  an  integrated  health  maintenance 
organization  for  voluntarily  enrolled  well  and  frail  elderly,  with  long- 
term  care  benefits  that  include  home  health  and  nursing  home  care. 
Like  other  capitated  programs,  the  primary  advantage  of  the  SHMO  is 
its  prevention  of  institutionalization  of  frail  elderly  —  a  goal  that 
other  capitated  programs  are  also  designed  to  fulfill.  Other 
capitated  programs,  e.g.,  the  On  Lok  model,  primarily  serve  the 
frail  elderly  poor.  The  SHMO,  however,  primarily  serves  middle  class 
elders  and  seeks  to  prevent  the  impoverishment  of  spouses  that  a 
nursing  home  admission  often  entails.  The  Department  will  encourage 
interested  HMOs  and  perhaps  other  providers  to  develop  this  model 

-  Nursing  Home  Without  Walls.  In  FY89,  the  Department  will 
investigate  the  use  of  the  "nursing  home  without  walls"  model  In 
New    York,    Hawaii    and    other    states,    such    organizations    coordinate 


341 


and    broker    long    term    care    services,    much    like    Individual    Practice 
Association  HMOs  do  for  patients  who  require  acute  care. 

o  Home  Health.  These  services  are  provided  by  home  health  aides  and 
physical,  speech,  and  occupational  therapists  through  home  visits  to  frail 
elders  who  do  not  need  the  skilled  level  of  care  provided  by  nurses. 
Home  health  is  one  of  the  most  rapidly  growing  programs  in  the 
Medicaid  budget,  growing  at  19%  annually  between  FY84  and  FY87.  This 
rapid  increase  is  due,  in  part,  to  Medicare's  increased  denial  of  home 
health  claims  and  the  elderly  hospital  discharge  of  some  elders  resulting 
from  the  Medicare  DRG  payment  system.  In  FY89,  the  Department  will 
expand  the  pre-authorization  and  utilization  review  programs  for  home 
health,  in  order  to  ensure  that  the  appropriate  amount  of  service  is 
delivered,  and  that  where  possible,  less  intensive  types  of  care,  such  as 
personal  care  attendant  services,  can  be  substituted. 

o  Adult  Dav  Health.  Seventy-nine  adult  day  health  centers  provide  a 
medical  and  social  model  of  care  during  the  day  for  noninstitutionalized 
elders,  many  of  whom  live  alone.  These  centers  are  located  statewide 
and  offer  their  services  from  five  to  seven  days  a  week  as  an 
alternative  to  nursing  home  placement. 

o  Private  Duty  Nursing.  The  Department  authorizes  private  duty  nurses 
to  provide  skilled  care  to  disabled  and  elderly  clients  in  their  homes, 
and  reimburses  the  nurses  at  fixed  hourly  or  per  diem  rates. 

o  Adult  Foster  Care.  The  Adult  Foster  Care  program  provides  elderly  and 
disabled  individuals  who  are  at  risk  of  institutional  placement  with  room, 
board,  and  personal  care  services  in  a  home  setting  with  a  family. 

Assuring  the  Appropriate  Level  »nd  ffiph  OnaKty  nf  Inj^ntjonaj  Care.  In 
designing  the  institutional  services  component  of  Elderly  Choices,  the 
Department  will  ensure  that: 

o    Nursing  home  placements  are  made  at  the  appropriate  level  of  care; 

o  Patients  are  placed  into  nursing  homes  only  when  continued  residence 
in  the  community  is  not  possible;  and 

o    Nursing  home  care  is  of  high  quality. 

Described  below  are  the  initiatives  the  Department  will  develop  or  improve 
upon  to  assure  appropriate  and  high  quality  nursing  home  care. 

o  Preauthorization  of  long-term  care  services.  Currently,  every  Medicaid- 
eligible  elderly  person  who  is  seeking  placement  in  a  nursing  home  is 
assessed  by  the  Department's  Long  Term  Care  Connection  staff  to 
determine  the  need  for  institutionalization.  Private  pay  patients  who 
anticipate  that  they  might  become  Medicaid-eligible  can  also  receive  pre- 
screening  from  these  nurses.  In  FY87,  the  Long  Term  Care  Connection 
screened  24,400  Medicaid  clients  who  were  potential  nursing  home 
entrants  and  succeeded  in  diverting  about  8%  to  community  care. 
Savings  were  considerable,  since  nursing  home  care  for  a  single  patient 
easily  exceeds  $20,000  a  year. 
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o  Reduction  fr  Administrative  Davs  (ADsV  Recuperating  patients  who  have 
been  treated  in  acute  or  chronic  care  hospitals  and  would  not  remain 
there  if  nursing  home  beds  were  available  stay  in  the  hospital  on 
Administrative  Day  (AD)  status.  Historically,  it  has  been  difficult  to 
place  such  patients  in  nursing  homes  because  of  the  shortage  of  nursing 
home  beds  and  die  high  intensity  of  care  that  these  patients  require. 
Keeping  them  in  hospitals,  however,  is  both  medically  inappropriate  and 
costly  since  AD  stays  can  cost  more  than  $200  day  compared  with  $65  a 
day  in  a  nursing  home.  The  Department  is  addressing  this  problem  with 
several  strategies.  It  will  pursue  selective  contracting  with  nursing 
homes  that  will  provide  beds  for  heavy-care  patients,  such  as  ventilator 
dependent  patients,  who  are  currently  cared  for  in  acute  and  chronic 
hospitals.  Additionally,  in  FY89  the  Department  will  implement 
prospective  reimbursement  of  100  nursing  homes  according  to  the  case- 
mix  of  their  patients.  This  will  offer  higher  rates  for  heavier  care  AD 
patients.  This  system  will  be  expanded  to  more  homes  in  the  second 
year. 

o  Nursing  Home  Connection.  The  Nursing  Home  Connection  provides 
primary  care,  mainly  by  nurse  practitioners,  to  elderly  Medicaid 
recipients  in  nursing  homes  in  order  to  shorten  or  eliminate  hospital 
stays  and  reduce  the  use  of  emergency  rooms.  One  hundred  homes  are 
now  participating;  by  FY89,  the  Department  expects  to  increase  the 
number  of  participating  homes. 

o  Alzheimers  Units.  Determinations  of  Need  have  been  approved  for  the 
construction  or  conversion  of  specialized  units  for  the  treatment  of 
patients  with  Alzheimers'  Disease  in  skilled  nursing  facilities. 

Making  Care  More  Affordable  for  Both  Clients  and  the  Department. 

Coordinated  —  rather  than  fragmented  —  care  delivery  is  more  cost-effective 
for  the  Department  and  better  for  elderly  recipients  and  their  families.  The 
initiatives  the  Department  will  utilize  to  achieve  this  goal  include: 

o  High  Cost  Case  Management.  In  FY88  the  Department  will  implement  a 
case  management  program  for  intensive,  high  cost  inpatient 
hospitalizations.  This  program  identifies  and  uses  a  case  manager  to 
develop  treatment  plans  for  high  cost  patients  who  may  be  more 
appropriately  cared  for  in  alternative  settings  or,  ideally,  at  home.  As 
the  Department  gains  experience  with  this  program,  more  of  these  cases, 
some  of  them  elderly  recipients,  will  be  targeted  for  participation  before 
costly  hospital  services  are  delivered,  ensuring  that  medical  and  surgical 
services  are  provided  in  the  most  appropriate  and  cost-effective  setting. 

o  Long-Term  Care  Insurance.  The  development  of  long-term  care 
insurance  was  studied  by  the  Special  Commission  on  Elderly  Health  Care 
and  reported  on  in  April  1987.  In  FY89,  the  Department  will  continue 
to  work  with  the  Special  Commission,  other  state  agencies,  the 
Legislature,  and  the  insurance  industry  on  the  long-term  care  insurance 
issue. 
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In  designing  Elderly  Choices,  the  Department  hopes  to  minimize  an  elder's  risk 
of  Calling  through  die  service  "cracks."  As  an  individual's  care  needs  change, 
that  person  will  no  longer  be  passed  from  provider  to  provider,  shifting  from 
one  reimbursement  system  to  another,  each  with  new  assessment,  eligibility, 
and  health  status  criteria,  and  with  few,  if  any,  ties  to  the  previous  one. 
Rather,  the  participant's  needs  will  be  evaluated  and  managed  upon  entry, 
from  the  perspective  of  a  continuum  of  care. 

Elderly  Choices'  new  approach  to  managing  the  long-term  care  system  will 
enable  more  elders  to  live  independently,  empower  them  and  their  families,  and 
offer  better  alternatives  to  institutionalization.  By  matching  the  needs  of 
elders  to  the  appropriate  services  available  the  Department  will  ensure  high 
quality  care  for  elderly  recipients  at  lower  cost 
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GENERAL  KFIJFF  HFALTH  SERVICES  (4406-5000^ 


FY86 

FY87 

FY88* 

FY89  Request 

Expenditures 

$13,868,000 

$16,298,000 

$18,412,000 

$24,112,000 

*  Appropriation 

1983-1988  PERFORMANCE 

The  General  Relief  Health  Services  program  provides  medical  benefits  to 
General  Relief  (GR)  recipients:  over  29,000  needy  individuals  who  are  ineligible 
for  other  welfare  programs  such  as  AFDC  or  SSI.  As  is  true  for  the  GR  cash 
assistance  program,  the  health  services  program  is  funded  entirely  by  the  state. 

GR  recipients,  including  nearly  1,700  families,  are  among  the  Commonwealth's 
most  vulnerable  citizens.  Approximately  half  of  the  caseload,  or  about  12,000 
recipients,  qualify  for  assistance  based  on  a  physical  or  mental  disability,  and 
an  estimated  1,200  recipients  are  homeless.  FY87  expenditures  for  direct 
health  services  to  GR  recipients  totalled  $15.4  million,  with  spending  for 
service  contracts  making  up  the  rest  of  the  total.  The  distribution  of 
services  are  shown  in  the  chart  below. 

In  FY88,  approximately  $18.4  million  will  be  spent  for  a  range  of  ambulatory 
medical  care  benefits,  services  provided  in  hospitals  by  providers  who  are  not 
on  an  institution's  payroll  (e.g.,  physicians,  anesthesiologists),  and  two 
programs  that  focus  on  accessing  and  providing  health  care  to  the  homeless 
population:  the  Advocacy  and  Outreach  program  and  the  Boston  Health  Care 
for  the  Homeless  project.  GR  recipients  also  have  access  to  acute  hospital 
services  through  the  uncompensated  care  pool  authorized  by  the  state's 
hospital  reimbursement  law  at  no  direct  cost  to  this  account. 

Efforts  to  improve  health  care  services  for  GR  recipients  in  the  period  FY85 
through  FY88  included  the  following  key  developments: 

o  Enhancement  of  the  ambulatory  care  benefits  package  to  include  services 
such  as  full  pharmacy  benefits,  transportation  to  covered  services, 
private  duty  nursing,  and  physical  and  occupational  therapies. 

o  Enactment  of  legislation  guaranteeing  GR  recipients  access  to  acute 
hospital  services  through  the  uncompensated  care  pool. 

o  Authorization  of  payment  for  the  services  of  health  care  professionals 
who  are  not  in  salaried  hospital  positions. 

o  Provision  of  ambulatory  mental  health  benefits  through  the  Department 
of  Mental  Health. 
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o    Implementation    of  two   programs    to   enhance    the    provision   and   quality   of 
health  care  to  the  homeless. 


FY87  GR  HEALTH  SERVICES  EXPENDITURES 


Pharmacy — 30% 


Physician  Services — 36% 


Dental  Services — 13% 


Other  — 11% 


Medical  Supplies — 3% 
Health  Centers — 3% 
Transportation — 4% 


By  Provider  Type 


Ambulatory  Care  Benefits 

The  following  chart  lists  ambulatory  medical  services  covered  by  the  GR 
health  services  account.  Since  November  1984  (except  where  otherwise 
noted),  these  services  have  been  available  to  GR  recipients: 
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General  Relief  Health  Services  Benefits 

o 

Physician  Office  Visits 

o 

Full  Pharmacy  Services** 

o 

Community  Health  Center 

o 

Transportation  to  Covered 

Services 

Services* 

o 

Dental  Care 

0 

Eye  Examinations  and 

o 

Podiatry* 

Eyeglasses 

o 

Laboratory  Tests 

o 

Rehabilitation  Center 

o 

X-Rays 

Services 

o 

Private  Duty  Nursing* 

o 

Physical,  Occupational  and 

o 

Home  Health  Care 

Speech/Language  Therapy* 

o 

Psychological  Testing 

o 

Speech  and  Hearing  Center 

0 

Durable  Medical  Equipment 

Services* 

o 

Hearing  Aids 

o 

Mental  Health  Services 

o 

Family  Planning  Services* 

(provided  by  DMH) 

o 

Chiropractic  Services + 

• 

Services  restored  in  FY85 

** 

Pharmacy  previously  covered 

only  life-sustaining  drugs 

+ 

Added  in  FY86. 

Acute  Hospital  Services  Agreement 

GR  recipients  now  have  access  to  the  same  full  range  of  acute  inpatient 
hospital  care  that  is  available  to  Medicaid  recipients.  This  access  is 
guaranteed  through  an  agreement  between  the  state,  the  Massachusetts  Hospital 
Association,  private  insurers,  and  the  business  community.  Through  FY87  and 
the  first  half  of  FY88,  these  services  have  been  funded  from  the  bad-debt  and 
free-care  provisions  of  Chapter  574  of  the  Acts  of  1985,  the  current  version  of 
the  state's  hospital  cost-containment  law  in  effect  until  October  1987.  In 
return,  legislation  enacted  in  December  1984,  as  Chapter  347  of  the  Acts  of 
1984,  obligates  the  Department  to  pay  $55  million  to  the  hospitals  to  correct 
an  error  in  the  Medicaid  reimbursement  formula. 

Professional  Services  Delivered  in  Hospitals 

Because  the  Commonwealth  does  not  directly  fund  acute  hospital  care  for  GR 
recipients,  members  of  this  population  (despite  the  statutory  access  guarantee) 
sometimes  experience  difficulty  receiving  the  needed  care  to  which  they  are 
entitled.  Prior  to  FY86,  individual  physicians  and  other  providers  did  not 
receive  compensation  for  services  delivered  to  GR  recipients  in  hospitals. 
They  were  therefore  reluctant  to  participate  in  the  program.  To  avoid  such 
situations,  in  FY86  the  Department  began  to  cover  these  providers'  fees. 

Outpatient  Mental  Health  Services 

The  Welfare  Department  and  the  Department  of  Mental  Health  (DMH)  have 
been    working    together    to    assure    the    GR    population   full    access    to    ambulatory 
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services  (including  psychiatric  day  treatment)  provided  by  the  network  of 
DMH-affiliated  community  mental  health  centers  and  partnership  clinics.  With 
the  exception  of  certain  psychological  testing  services,  such  care  is  provided 
to  GR  recipients  at  no  direct  expense  to  the  GR  health  services  account. 

Health  Services  for  the  Homeless 

The  state's  homeless  are  one  of  the  most  vulnerable  populations,  particularly  in 
terms  of  medical  need.  These  individuals,  dispersed  among  the  streets  and 
shelters,  are  difficult  to  locate  and  consequently  difficult  to  serve.  Homeless 
people  have  trouble  accessing  necessary  primary  and  follow-up  medical  care. 
In  addition,  when  they  are  discharged  from  acute  hospitals  and  are  in  need  of 
recuperative  care,  they  have  no  reliable  source  for  that  care,  since  shelters 
and  day-rehabilitation  programs  are  primarily  intended  for  mobile  and  well  in- 
dividuals. 

A  study  of  residents  at  the  Long  Island  homeless  shelter,  conducted  by 
researchers  from  the  University  of  Massachusetts,  documented  the  following 
among  shelter  residents: 

o    58%  suffered  from  physical  illness; 

o     20%  suffered  from  injury,  and 

o    45%  had  been  hospitalized  within  the  last  year. 

Since  FY86,  the  Department  has  responded  to  this  situation  through  the 
implementation  of  two  programs  that  provide  primary  health  care  services  to 
over  7,000  homeless  individuals.  Accordingly,  the  Department  is  requesting 
funding  in  FY89  to  continue  these  important  homeless  health  programs: 

o  Advocacy  and  Outreach  Program.  Homeless  families  and  individuals 
often  do  not  know  about,  and  need  assistance  in  obtaining,  services 
through  programs  for  which  they  could  potentially  qualify.  The 
Department's  Advocacy  and  Outreach  Program  contracts  with 
organizations  across  the  state  to  manage  programs  geared  toward 
enrolling  eligible  homeless  and  other  uninsured  individuals  and  families 
on  General  Relief.  The  outreach  program  assists  this  population  in 
arranging  both  health  care  services  and  appropriate  follow-up.  Ten 
program  sites  —  at  least  one  in  each  of  the  federally  designated  Health 
Service  Areas  in  the  state  ~  began  operation  in  the  fall  of  FY86.  In 
FY87,  approximately  6,500  individuals  were  served  through  this  program. 
In  FY89,  the  Department  will  seek  to  modify  the  structure  of  this 
project  by  the  services  currently  offered  to  provide  a  more  direct 
medical  care  focus. 

o  Boston  Health  Care  for  the  Homeless  Project.  In  FY86,  the  Robert 
Wood  Johnson  Foundation  began  providing  a  four-year,  $1.4  million 
grant  to  a  coalition  of  various  private  and  public  organizations  to 
coordinate  direct  health  services  to  Boston's  homeless  population.  The 
state,  through  the  Welfare  Department,  has  pledged  to  provide  $250,000 
of  matching  funds  for  each  of  the  four  years  of  program  operation 
(through  December  1988). 
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Since  April  1985,  this  program  has  succeeded  in  providing  com- 
prehensive primary  medical  care  and  other  health  services  to  over  4,500 
homeless  individuals,  including  almost  300  homeless  families.  Health 
teams  delivering  primary  care  at  homeless  shelters  and  making  follow-up 
referrals  to  special  hospital  clinics  have  produced  many  benefits, 
including  better  quality  and  continuity  of  care  for  clients  and  improved 
traffic  flow  at  hospitals  outpatient  departments  (where  many  of  these 
clients  were  served  prior  to  the  homeless  health  program).  In  FY88, 
these  health  teams  will  focus  on  homeless  Boston  families  living  in 
hotels  and  motels. 

A  second  component  of  the  Robert  Wood  Johnson  project  is  a  20-bed 
respite  unit,  located  at  the  Department  of  Public  Health  homeless  shelter 
adjacent  to  the  state's  Lemuel  Shattuck  Hospital.  The  unit  is  designed 
to  provide  recuperative  care  to  homeless  individuals  discharged  from 
acute  hospitals.  Since  November  1985,  primary  and  recuperative  services 
were  provided  to  over  300  individuals,  at  a  cost  of  less  than  $50  per 
day.  Without  this  respite  unit,  homeless  individuals  would  either  have 
been  discharged  to  the  community  without  a  guarantee  of  receiving 
necessary  follow-up  medical  care,  or  hospitalized  indefinitely  at  a  cost 
of  over  $200  per  day. 

In  addition  to  providing  matching  funds,  the  Department  provides  other 
support  for  this  program.  For  instance,  the  Medicaid  unit  at  Boston 
City  Hospital  was  reopened  to  respond  to  the  unique  health  care  needs 
of  a  population  in  a  geographic  area  with  a  high  concentration  of 
Medicaid  recipients,  working  poor,  and  homeless  clients. 

Expenditure  Summary 

From  FY84  to  FY88,  the  state's  commitment  to  health  care  services  for  the  GR 
population  has  resulted  in  a  121%  increase  in  funding  for  direct  medical 
services:     an  average  annual  rate  of  30%. 

These  funding  increases  have  served  a  number  of  purposes.  In  FY85,  the 
ambulatory  benefit  package  was  expanded  to  include  critical  services  and  the 
Boston  Health  Care  for  the  Homeless  project  was  initiated.  In  FY86,  the 
advocacy  and  outreach  program  was  implemented  to  bridge  the  gap  between 
recipients  and  services.  These  spending  increases  thus  reflect  the  Depart- 
ment's success  in  informing  recipients,  providers,  and  advocates  of  the  GR 
health  services  program.  Higher  utilization  rates  of  an  average  of  8%  in  FY87 
suggest  that  the  availability  of  and  access  to  comprehensive  health  benefits 
has  promoted  overall  use  of  GR  health  services. 


FY89  AGENDA  AND  REQUEST 

The  House   1  request  includes  $24.1  million  to  fund  GR  health  services  program 

for    FY89.  No    discretionary    expansion    is    included    in    this    budget    request. 

Factors    that  are    projected    to    increase    spending    for    GR    health    services    in 
FY89  include: 

o    Rate   increases   that   are   expected  to  account   for  $1.4  million  in  additional 
spending  for  this  program; 
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o    A  projected  42%  increase  in  the   GR  caseload  that   is  estimated  to  result 
in  $0.8  million  in  expenditures;  and 

o    A    projected    5%    increase    in    the    utilization    rate    that    is    estimated    to 
result  in  $1.1  million  in  additional  expenditures. 


FY89  General  Relief  Health  Services  Request 


Direct  Health  Care*  $22^85,000 

Homeless  Health**  1.827.000 

TOTAL  $24,112,000 


*  Includes  ambulatory  services,  coordinated  care,  and  hospital 
professional  services. 


** 


Includes  funding  for  both  the  Robert  Wood  Johnson  program 
and  the  Advocacy  and  Outreach  program. 
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PROJECT  GOOD  HEALTH  (4400-1400^ 


FY86 

FY87 

FY88* 

FY89  Request 

Expenditures 

$1,295,420 

$1,330,000 

$1,255,000 

$1369,132 

*  Appropriation 

USTTRODUCnON 

Project  Good  Health  (PGH)  is  a  comprehensive,  preventive  health  program 
offered  to  Medicaid-eligible  children  through  age  20.  PGH  is  Massachusetts' 
program  of  Early  and  Periodic  Screening,  Diagnosis,  and  Treatment  (EPSDT) 
mandated  by  Title  XDC  of  the  Social  Security  Act.  The  PGH  account  funds  the 
administrative  expenses  of  promoting  provider  participation  and  expanding 
client  enrollment.  Medical  services  provided  to  PGH  recipients  are  funded 
through  the  Medicaid  program  account. 

Specifically,  the  PGH  program  is  designed  to: 

o    Ensure    comprehensive    and    continuing   health    care    for    children    through    a 
schedule  of  regular  office  visits; 

o    Enable    detection    and    treatment    before    health    problems    become    chronic; 
and 

o    Educate    recipients    on    the    importance    of    preventive    health    care    and 
good  nutrition. 

Many  physicians  in  private  practice,  at  community  health  centers,  and  in 
hospital  outpatient  departments  participate  in  the  PGH  program.  They  agree 
to  follow  the  PGH  protocol,  which  establishes  a  schedule  for  check-ups  and 
specifies  certain  screens  and  tests  for  each  exam  from  birth  through  age  20. 
The  Department  reimburses  physicians  and  community  health  centers  at  a  rate 
higher  than  the  usual  fees  for  performing  a  PGH  exam. 


FY88  PERFORMANCE 

As  part  of  the  continuing  effort  to  offer  clients  the  services  that  move  them 
toward  self-sufficiency,  the  Department  has  expanded  the  role  of  social 
workers  in  local  offices  beyond  eligibility  determination  to  include  not  only 
assessment  of  client  needs  and  follow-up  on  clients  who  have  left  the 
caseload,  but  also  referrals  to  specialists  in  specific  service  areas  such  as  ET, 
Health  Choices,  housing  assistance,  and  child  support. 

Health  Choices  Advisors,  the  specialists  in  health  care  services,  continue  to 
identify  and  refer  to  Project  Good  Health  children  whose  preventive  health 
needs   are  not  being  met.      They  also  play  a  critical  role  in  providing  recipients 
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with  health  care  information  and  referrals  to  managed  care  providers.  As  a 
specialist  in  health  and  health  benefits,  the  worker  assists  clients  in  selecting 
a  health  care  provider  under  the  Department's  Health  Choices  program, 
described  earlier  in  this  narrative. 

In  FY88  the  PGH  program: 

o  Conducted  a  quality  assurance  study  to  evaluate  pediatric  care  provided 
by  HMOs  and  PGH  physicians  in  private  practice.  Record  reviews  were 
conducted  at  three  HMOs  and  offices  of  eleven  private  physicians. 

o  Revised  the  PGH  protocol  in  conjunction  with  a  pediatric  advisory 
committee.  A  technical  advisory  group  reviewed  and  recommended 
revisions  to  the  existing  protocol  and  periodicity  schedule,  developed  in 
1977,  which  lists  screens  and  tests  that  must  be  performed  for  children 
form  birth  through  20  years  of  age.  The  advisory  group  included 
representatives  of  the  medical  and  dental  communities,  public  health  and 
advocacy  groups,  and  Department  staff. 

o  Redesigned  the  PGH  tracking  system  to  improve  its  effectiveness.  The 
original  PGH  tracking  system  was  developed  nearly  ten  years  ago.  It 
was  later  modified  in  order  to  interface  with  the  MMIS  claims  system. 
Under  MMIS,  however,  every  report  required  hand  processing.  To 
enhance  its  usefulness  to  PGH  administrative  staff  and  workers,  a  major 
update  and  revision  of  the  PGH  tracking  system  was  undertaken  during 
FY88. 

o  Reviewed  local  office  PGH  paperwork  requirements  as  a  first  step  in 
revising  procedures  to  more  effectively  and  efficiently  utilize  Health 
Choices  Advisors'  time;  and 

o  Provided  further  training  to  Health  Choices  Advisors  in  local  offices 
about  PGH. 


FY89  AGENDA 

During  FY89  the  PGH  program  will: 

o  Implement  systems  changes  in  the  PGH  tracking  system  which  are 
included  in  the  specifications  of  the  MMIS  rebid  process; 

o  Conduct  training  sessions  for  PGH  providers  on  use  of  a  new  uniform 
Medicaid  ambulatory  services  claim  form,  developed  by  the  federal  Health 
Care  Financing  Administration  to  replace  the  forms  now  used  by 
individual  states; 

o  Educate  Health  Choices  Advisors  about  changes  in  systems  and  reporting 
requirements,  such  as  follow-up  reports  on  clients  who  have  not 
received  services  within  six  months  of  eligibility,  or,  who  have  not  gone 
for  prescribed  treatment  within  six  months  of  detecting  health  problems; 

o  Implement  the  revised  PGH  protocol,  including  training  of  field  staff  and 
providers;  and 
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Assess  provider  participation  throughout  the  state  using  information 
from  new  management  reports  that  will  supply  accurate  data  on  who 
are  active  PGH  and  Medicaid  providers.  This  data  will  indicate  which 
areas  of  the  Commonwealth  should  be  targeted  for  provider  recruitment 
and  retention  activities. 


FY89  REQUEST 

Subsidiary Component FY89  Request 

01/02  Personnel  $1,369,132 

Funds    requested    in    the    amount    of   $1306,838   will    cover    the    cost    of  61    PGH 
workers,  including  FY89  collective  bargaining  costs. 
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PRODUCTIVITY.  MANAGEMENT.  AND  SFKVICF  nKIJVKRV 


On  a  monthly  basis,  the  Department  of  Public  Welfare  provides  cash 
assistance,  medical  assistance,  and  food  stamps  to  more  than  half  a  million 
people  in  the  Commonwealth.  In  addition  to  providing  benefits,  the 
Department  makes  available  various  anti-poverty  services  designed  to  improve 
the  qualky  of  life  of  recipients  and  to  assist  them  in  moving  out  of  poverty 
and  off  welfare  ~  employment  and  training,  Health  Choices,  assistance  with 
child  support  through  Department  of  Revenue  staff  located  in  welfare  offices, 
housing  assistance.  While  these  benefits  and  services  are  funded  through 
program  accounts,  their  provision  is  funded  through  administrative  accounts. 
Determining  client  eligibility,  providing  Emergency  Assistance  to  eligible 
recipients,  providing  transportation  and  day  care  for  AFDC  recipients  enrolled 
in  the  Employment  and  Training  program,  and  getting  checks  to  recipients  and 
medical  providers  requires  staff,  computers,  office  space,  equipment,  supplies, 
phone  systems,  and  other  support  resources. 

In    addition    to  supporting    the    provision    of   benefits    and    services,    administrative 

accounts     also  support    the     agency's    management     agenda.        The    level    of 

administrative  funding  provided  is,  therefore,  a  determinant  of  agency 
performance. 


IMPROVED  AGENCY  PERFORMANCE  -  1983  TO  1988 

In  FY84,  the  agency  established  an  aggressive  management  agenda  ~  improved 
service  delivery  for  clients,  lower  error  rates,  increased  recipient  grant  levels, 
an  employment  and  training  program  focusing  on  long-term  employment, 
assistance  for  the  homeless,  cost  containment  —  designed  to  improve  all 
aspects  of  agency  performance.  Using  resources  provided  bv  the  legislature  in 
administrative  accounts,  the  Department  has  experienced  considerable  success 
in  achieving  these  and  other  goals.     Examples  include: 

o  Lower  error  rates.  The  current  error  rates  are  2.9%  in  AFDC,  1%  in 
Medicaid,  and  5%  in  Food  Stamps.  The  Food  Stamp  error  rate  is  at  the 
federal  fiscal  sanction  level  of  5%  for  the  first  time  in  the  history  of 
the  Department.  These  achievements  are  the  result  of  the  Department's 
comprehensive  error  reduction  strategy,  which  included  both  increasing 
the  number  of  direct  service  workers  assigned  to  the  local  offices,  and 
improving   working    conditions    in    the    local    offices.  These    activities    are 

funded  primarily  out  of  the  Local  Office  Operations  account  (4400-0950). 

o  More  than  45.000  ET  placements,  saving  the  commonwealth  more  than 
$130  million.  Since  the  beginning  of  the  Employment  and  Training 
Program  (ET)  in  October  1983,  more  than  45,000  AFDC  and  GR  recip- 
ients have  been  placed  in  full  or  part-time  jobs.  The  efforts  of  ET 
workers  in  the  Department's  local  offices,  funded  out  of  the  Local 
Office  Operations  account  (4400-0950)  and  the  Employment  and  Training 
account  (4407-1000)  saved  the  Commonwealth  $132  million  in  1987  alone, 
and  has  provided  clients  with  a  realistic  alternative  to  poverty  and 
welfare  —  a  meaningful  job. 
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o  Increased  Child  support  collections.  In  FY87,  Department  of  Public 
Welfare  Child  Support  workers  collected  a  record  $53  million,  a  32% 
increase  over  FY83  collections  of  $40.1  million. 

o  Finance  collections  are  up.  During  the  period  FY83  to  FY87,  Finance 
collections  have  increased  from  $19  million  to  $44  million,  and  will  be  up 
to  $45  million  in  FYS8.  These  increases  are  due  in  part  to  increased 
administrative  resources  provided  by  the  legislature  —  staff,  computer 
support  -  funded  out  of  the  Management  and  Support  account  (4400- 
1000). 

o  Employee  morale  is  up.  Morale  among  the  workforce,  especially  among 
the  direct  service  field  staff,  has  improved  significantly.  The  best 
measure  of  this  is  the  decline  in  turnover  among  the  direct  service  staff 
by  more  than  30%  from  FY83  levels.  The  ability  of  the  agency  to 
provide  clean,  safe,  professional  work  environments,  modern  office 
equipment,  and  salaries  commensurate  with  increasing  levels  of 
responsibility  and  accountability  has  resulted  in  the  retention  of  a 
capable,  experienced  workforce.  The  productivity  improvements  outlined 
above,  and  numerous  others,  are  the  direct  result  of  modest 
administrative  investments  which  have  paid  for  themselves  many  times 
over  since  FY83. 

o  Sick  Leave  is  down.  In  FY87,  employees  were  using  on  average,  10  days 
of  sick-time  each  year.  In  FY88,  the  Department  included  reduced  sick- 
time  on  its  management  agenda,  with  the  goal  of  reducing  utilization  by 
20%.  To  date,  the  use  sick-time  has  been  reduced  by  more  almost  15%, 
resulting  in  the  current  average  of  about  8.5  days  per  employee. 

o  Medicaid  savings  are  up.  Between  FY84  and  FY87,  Medicaid  savings 
have  increased  172%  from  $106  million  to  $288  million,  and  will  total 
$338  million  in  FY88. 

With  resources  from  the  legislature,  the  Department  has  been  able  to  make 
significant  progress  in  these  and  other  areas  described  in  various  accounts  in 
this  section  of  the  narrative. 

In  FY89,  building  on  the  base  of  the  dramatic  improvements  in  performance 
during  the  FY83  to  FY88  period,  the  Department  is  proposing  to  improve 
further  agency  performance,  including  maintaining  low  error  rates,  placing  an 
additional  14,000  AFDC,  GR,  and  Food  Stamp  recipients  into  jobs,  achieving  an 
additional  $5  million  in  finance  collections. 

In  the  narratives  that  follow,  the  agency's  FY89  direct  service  and 
management  initiatives  are  described  in  detail.     Briefly,  this  section  contains: 

o  The  Local  Office  Operations  account  (4400-0950),  which  provides 
funding  for  local  office  staff  to  maintain  low  error  rates,  improve 
service  delivery  through  the  full  implementation  of  Case  Management  in 
the  local  offices,  and  enhanced  automated  support. 

o  The  Management  and  Support  account  (4400-1000),  which  supports  the 
core  agency  management  activities  and  increased  finance  collections  and 
administrative  savings  initiatives. 
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The  Medicaid  Management  account  (4400-1003),  which  funds  a  large 
portion  of  the  personnel  and  support  costs  associated  with  managing  the 
Medicaid  program  and  the  Medicaid  savings  agenda.  Also  included  is  an 
account  narrative  which  explains  the  Medicaid  Management  Information 
System  -  MMIS  --  (4400-1012). 

The  Systems  account  (4400-1010),  which  provides  funding  for  the  core 
day-to-day  service  activities  of  the  Department's  Systems  Division, 
including:  maintenance  and  enhancement  of  the  Department's  current 
eligibility  system;  on-going  office  automation  projects;  and  technical 
support  for  on-going  agency  activities. 

The  Massachusetts  Public  Assistance  Control  System,  or  MPACS  (4400- 
1016).  In  FY89,  the  Department  will  continue  to  develop  its  new 
automated  eligibility  determination  and  benefit  issuance  system.  Progress 
to-date  and  critical  tasks  are  explained,  as  are  the  benefits  to  be 
derived  from  the  fully  implemented  system. 


356 


LOCAL  OFFICE  OPERATIONS  (4400-0950^ 


FY86  FY87  FY88  FY89  Request 


Expenditures\ 

Appropriations  $70,039,530  $75,943,582  $78,534,550  $82,503,999 


L    INTRODUCTION  -  THE  IMPORTANCE  OF  LOCAL  OFFICE  OPERATIONS 

The  Local  Office  Operations  account  is  the  primary  funding  source  for  the 
agency's  field  operations.  While  the  costs  of  actual  benefits  are  funded 
through  specific  program  accounts  described  elsewhere  in  this  volume,  the 
delivery  of  those  benefits  is  funded  through  administrative  accounts,  of  which 
Local  Office  Operations  is  the  most  important. 

The  FY89  H.l  recommendation  in  this  account  is  $82,503,999.  Through  this 
account  the  Department  will  deliver  more  than  $3.0  billion  in  AFDC,  GR,  Food 
Stamps,  SSI,  and  Medicaid  benefits  to  more  than  half  a  million  clients  across 
the  Commonwealth.  Funding  in  this  account  pays  the  salaries  of  the 
Department's  local  office  eligibility  staff  and  rents  for  more  than  60  local 
offices  across  the  Commonwealth. 

The  agency's  field-based  activities  have  not  always  been  funded  through  a 
separate  account.  Prior  to  FY85,  field  activities  were  funded  primarily  out  of 
the  Management  and  Support  account  (4400-1000).  In  FY85  the  legislature 
separated  field  office  operations  from  the  central  administrative  account.  This 
account  structure  more  accurately  reflects  agency  operations  and  targets  funds 
more  directly  toward  those  activities  the  Department  has  defined  as  crucial: 

o    providing    clients    with    benefits     and    with    services    designed    to    assist 
them  in  getting  out  of  poverty  and  off  of  welfare; 

o    providing    working     conditions     and     administrative     support     that     are 
conducive  to  quality  performance. 

The  central  task  in  the  administration  and  delivery  of  welfare  benefits  and 
services  is  that  of  determining  whether  an  applicant  meets  or  a  client 
continues  to  meet  the  eligibility  criteria  for  various  programs  of  assistance.  In 
addition  to  eligibility  determination/redetermination,  and  required  case 
maintenance  activities,  the  Department  offers  a  comprehensive  package  of 
out-of-poverty  services  —  Employment  and  Training,  assistance  with  Child 
Support  and  managed  health  care,  services  to  prevent  homelessness  —  designed 
to  improve  the  quality  of  life  for  clients  and  to  offer  clients  realistic 
alternatives  to  welfare.  It  is  the  responsibility  of  the  eligibility  staff  in  the 
local  offices  to  accurately  determine  and  redetermine  client  eligibility,  maintain 
clients    case    files,    and    to    assist    clients    in    getting    out-of-poverty.        Clearly, 
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staff  performance  in  the  field  is  critical  to  achieving  key  FY89  management 
and  program  goals,  including: 

o  maintaining  program  error  rates  at  or  below  the  federal  fiscal  sanction 
levels,  continuing  to  avoid  up  to  $50  million  in  potential  annual  error 
rate  sanctions; 

o  providing  a  route  out  of  poverty  through  ET  for  an  additional  14,000 
welfare  recipients; 

o  preventing  homelessness  before  it  occurs  through  the  expansion  and 
reorientation  of  the  Department's  homelessness  activities,  which  in  FY89 
will  rely  upon  more  up-front  services  such  as  Emergency  Assistance  and 
a  limited  rent  subsidy; 

o  implementing  fully  in  FY89  a  Case  Management  system  in  the  local 
offices;  and 

o  continuing  to  automate  the  field  operation  in  support  of  Case 
Management  and  improved  productivity. 

An  adequate  investment  in  this  account  pays  for  itself  many  times  over  in 
fewer  erroneous  payments,  increased  worker  productivity,  and  improved 
service  delivery  for  clients,  especially  when  service  delivery  results  in  a  client 
leaving  welfare  and  their  case  closing  permanently. 


IL    LOCAL  OFFICE  PERFORMANCE.  1983  -  1988 

The  Department's  field  operations  have  in  recent  years  undergone  a  major 
transformation.  Five  years  ago,  the  Department's  field  operation  was  plagued 
with  problems.     These  problems  were  the  result  of  numerous  factors,  including: 

o  Too  few  direct  service  staff.  Understaffing  in  the  local  offices  resulted 
in  unmanageable  caseloads  for  individual  workers.  The  average  worker 
caseload  in  FY83  was  220  —  too  high  to  either  serve  clients  adequately 
or  deliver  benefits  accurately  ~  and  the  AFDC  error  rate  was  more  than 
11%.  In  New  York  City,  workers  carried  160  cases  and  the  error  rate 
was  less  than  6%. 

o  Lack  of  worker  accountability.  Individual  direct  service  workers  could 
not  be  held  accountable  for  performance  in  that  the  method  of  assigning 
cases  to  workers  resulted  in  numerous  workers  serving  a  single  case. 

o  Poor  working  conditions.  Physical  conditions  in  most  of  the  local 
offices  were  disruptive  to  employee  morale  and  productivity.  Offices  had 
received  inadequate  maintenance,  operated  with  malfunctioning  heating 
and  ventilation  systems,  peeling  paint,  poor  lighting,  overcrowding  and 
rodent  infestation,  and  inadequate  support  resources  including  such 
basics  as  chairs,  desks,  and  supplies. 


o  Poor  Vacancy  Management.  On  any  given  day  as  many  as  300  positions 
across  the  agency  were  vacant,  200  of  which  were  in  the  field, 
increasing  caseloads  for  other  workers  and  contributing  to  low  morale, 
absenteeism,  and  sick  time  usage  which  was  in  excess  of  13  days  per 
employee  per  year. 

o  High  Turnover  rates.  Due  to  the  poor  working  conditions  and 
unmanageable  caseloads,  turnover  among  the  direct  service  staff, 
especially  in  the  larger  Boston  offices,  was  in  excess  of  25%. 

The  combined  effect  of  these  problems  was: 

o    high  error  rates,  especially  in  AFDC: 

o  service  delivery  that  failed  to  respond  to  client  circumstances  and 
needs,  and  failed  to  provide  clients  with  realistic  alternatives  to 
poverty. 

Most  important,  the  management  and  resource  problems  were  such  that  the 
Department  was  not  able  to  function  as  an  anti-poverty  agency  and  clients 
were  not  provided  with  viable  alternatives  to  welfare  dependence. 

The  Department  recognized  that  in  order  to  achieve  the  anti-poverty  goals 
which  it  had  set  for  itself  —  a  jobs  program  which  offered  long  term 
employment  opportunities,  improved  access  to  quality  health  care,  homelessness 
prevention  services,  Child  Support  enforcement  --  the  field  operation,  which  is 
the  core  of  the  agency's  activities,  would  first  need  to  be  improved.  In  FY84, 
the  Department  directed  its  management  efforts  toward  improved  worker 
productivity  in  the  local  offices.     These  efforts  sought  specifically  to: 

o  increase  the  number  of  qualified  direct  service  workers  assigned  to  the 
local  offices  to  bring  about  more  manageable  caseloads  for  individual 
workers; 

o  increase  individual  worker  accountability  by  making  individual  workers 
responsible  for  caseloads  and  individual  cases; 

o  provide  work  environments  conducive  to  quality  performance  through 
local  office  space  renovations  or  relocations;  and 

o  better  manage  personnel  resources  to  increase  employee  morale  and 
motivation,  provide  career  advancement  through  position  upgradings  and 
performance  appraisal,  improve  training,  and  offer  rewards  and  incentives 
for  improved  performance. 

To  date,  these  initiatives  have  achieved  considerable  success  and  performance 
across  a  broad  range  of  staff-sensitive  indicators  has  improved  substantially. 
Specifically: 

o    Worker    Caseloads    are  Down.        Through    the    introduction    of    additional 

direct    service    workers,  individual    workers    caseloads    have    been    reduced 

to    levels    where    clients  can    be    served    adequately    and    benefits    can    be 
delivered  accurately. 


359 


o  Error  Rates  are  Down.  The  AFDC  error  rate  for  the  most  recent  period 
ending  October  1986  stands  at  2.9%,  down  from  a  high  of  11.6%  in  1983. 
The  current  error  rate  in  Medicaid  is  0.5%,  and  for  the  first  time  in  the 
history  of  the  Department,  the  Food  Stamp  error  rate  is  at  the  federal 
sanction  level  of  5%. 

o  ET  Placements.  ET  workers  in  the  local  offices  have  helped  place  more 
than  45,000  clients  in  jobs  since  October  1983,  providing  a  real 
alternative  to  public  assistance. 

o  Staff  Turnover  is  Down.  Employee  morale  and  motivation  has  been 
increased  through  position  upgradings,  employee  services,  and 
performance  recognition,  as  well  as  training  for  direct  service  workers 
and  supervisors.  The  Department  has  reduced  local  office  staff  turnover 
from  25%  to  7%  to 


o  The  Number  of  Vacant  Positions  is  Down.  Due  to  better  vacancy 
management  and  advance  training  of  eligibility  staff  to  off-set  the 
effects  of  turnover,  the  average  number  of  daily  vacant  positions  in  the 
local  offices  has  declined  from  200  in  FY83  to  about  25  in  FY88. 

A-  More  Manageable  Caseloads 

In  the  past,  due  to  high  caseloads,  workers  were  spending  too  much  of 
their  time  responding  to  clients'  requests  for  information  and  on  other 
activities  unrelated  to  helping  clients  get  off  of  welfare  or  unrelated  to  the 
error  rates.  While  such  case  maintenance  activities  are  critical  and  must  be 
completed,  they  do  not  result  in  error  reduction  or  better  service  delivery. 
To  allow  workers  times  for  activities  related  to  error-reduction  and  to 
better  serve  clients,  it  was  clear  that  more  manageable  worker  caseloads 
needed  to  be  established. 

To     reduce     caseloads    for    individual    workers     to    manageable  levels,     the 

Department     increased,     through     redeployment,     the    number  of    workers 

assigned  to  the  local  offices  ~  without  any  increase  in  the  agency 
personnel  cap. 
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The  introduction  of  an  additional  350  direct  service  workers  since  FY84  has 
enabled  the  Department  to  better  serve  clients  and  to  better  manage  the 
programs  which  the  agency  delivers,  as  demonstrated  by  the  current 
program  error  rates. 
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These  error  rates  are  the  lowest  in  the  history  of  the  Department.  Had 
the  FY83  rates  been  maintained,  the  Department  would  have  been  liable  for 
more  than  $230  million  in  federal  error  rate  sanctions  since  FY83. 

In  addition  to  lowering  the  error  rates,  other  improvements  resulting  from 
more  manageable  caseloads  include: 

o  More  frequent  redeterminations.  The  number  of  AFDC  cases 
redetermined  every  six  months  or  less  has  increased  by  90%  since 
FY83,  ensuring  that  eligible  clients  are  receiving  the  benefits  to 
which  they  are  entitled,  and  that  benefits  are  not  going  to  those  who 
are  not  eligible. 

o  Increased  Child  Support  collections.  With  more  manageable  caseloads 
workers  could  devote  more  time  to  assisting  clients  in  becoming  self 
sufficient,  through  referrals  to  the  Child  Support  program.  Between 
FY83  and  FY87,  Child  Support  collections  increased  32%,  from  $40.1 
million  to  $53  million. 

While  more  manageable  caseloads  have  resulted  from  the  introduction  of 
additional  direct  service  staff,  overall  agency  staffing  has  not  increased 
significantly.  The  Department  was  able  to  increase  field  staffing  primarily 
through  vastly  improved  personnel  management,  including: 

o    reduction  of  120  clerks  in  the  local  offices; 

o  the  reduction  of  60  staff  in  the  central  office  Payroll/Personnel 
Office; 

o  central  office  staff  reductions  including  15  staff  in  the  Legal  Division 
and  10  in  the  Division  of  Hearings; 

o    reducing  vacancies  on  an  average  day  from  200  to  25; 

o    reduction  of  65  Food  Stamp  technicians;  and 

o    redeploying  50  PGH  workers  to  be  Health  Choices  Advisors. 

B.  Increased  Accnim^ability  and  Performance 

In  the  past  due  to  the  method  of  assigning  cases,  it  was  virtually  impossible 
to  hold  workers  accountable  for  performance.  The  workload  management 
system,  introduced  in  FY82,  assigned  cases  to  workers  on  the  basis  of 
worker  availability.  The  local  office  program  director  would  assign  the  case 
to  whatever  worker  and  supervisory  unit  was  free  at  the  moment,  much  like 
securing  the  services  of  a  bank  teller  in  a  bank.  Clients  were  seldom  seen 
by  the  same  worker.     Under  this  system: 

o  workers  were  unable  to  become  familiar  with  particular  cases  or 
family  circumstances', 

o  there  was  no  continuity  of  case  maintenance  activities  in  that 
numerous  workers  serviced  a  single  case; 
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o  workers  could  not  develop  a  sense  of  pride  in  their  work,  since  no 
particular  case  was  the  sole  responsibility  of  any  one  worker;  and 

o  it  was  difficult,  if  not  impossible,  to  establish  or  maintain  standards 
of  accountability  or  performance  because  errors  could  not  be 
attributed  to  particular  workers. 

In  FY85,  the  workload  system  was  replaced  by  the  caseload  system  and 
individual  workers  were  made  responsible  for  individual  cases.  The  success 
of  this  system  was  immediate: 

o  Increased  accountability.  With  the  introduction  of  the  caseload 
system,  errors  are  traced  directly  to  individual  workers,  allowing  for 
local  office  quality  control  Additionally,  such  a  system  allows  for 
the  recognition  of  outstanding  performance  and  enables  the  agency  to 
reward  those  workers  who  are  deserving  and  to  provide  training  for 
those  workers  whose  performance  is  below  acceptable  standards. 

o  Increased  responsiveness.  Workers  can  become  familiar  with  the 
circumstances  of  particular  cases.  As  a  result,  they  respond  to  client 
inquiries  more  quickly  and  can  provide  needed  individual  attention. 

o  More  accurate  case  maintenance.  As  workers  have  become  more 
familiar  with  particular  cases,  case  maintenance  activities  become 
more  routine  and  the  likelihood  of  error  has  been  reduced.  This  is 
demonstrated  by  the  error  rates. 

o  Improved  redetermination  process.  Cases  with  which  workers  are 
familiar  due  to  case  maintenance  and  client  contact  are  easier  to 
redetermine  completely  and  efficiently,  also  reducing  the  likelihood  of 
error  and  increasing  productivity. 

C.  Better  Work  Environments  in  Local  Offices 

Since  FY84,  the  Department  has  made  local  office  space  improvements  a 
management  priority.  As  a  result,  75%  of  the  Department's  local  offices 
have  been  renovated  or  relocated  to  better  space.  These 
renovations/relocations  have  provided  local  office  workers  with  improved 
ventilation,  accessibility  for  handicapped  persons,  functional  workspace  for 
data  entry  and  technical  production  staff,  interviewing  cubicles,  partitioned 
space,  and  redesigned  client  waiting  areas.  The  effect  of  improving  local 
office  work  environments,  many  of  which  had  been  neglected  for  decades, 
has  been  profound.     The  Department  has  realized: 

o    a  significant  increase  in  employee  morale  and  motivation; 

o    a  noticeable  change  in  clients  attitudes  towards  the  Department;  and 

o  an  increase  in  staff  productivity  which  helped  reduce  the  error  rates 
and  contributed  to  many  of  the  program  successes  since  FY84, 
including  ET  placements,  and  record  Child  Support  collections. 
Increases  in  productivity  alone  have  more  than  off-set  the  costs  of 
providing  new  space. 
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When  the  Department  moves  a  local  office  it  is  because  the  space  is 
functioning  inadequate  as  a  welfare  office.  The  old  Grove  Hall  area  office, 
which  moved  to  new  space  in  January  1987  is  a  case  in  point. 

The  original  Grove  Hall  Office,  leased  by  the  Department  from  the  City  of 
Boston  since  1968  when  the  State  assumed  responsibility  for  welfare,  was 
established  in  1952  by  the  Overseers  of  the  Public  Welfare,  for  the  purpose 
of  providing  AFDC  benefits  to  widows  and  orphans  in  the  Blue  Hill  Avenue 
and  Mattapan  areas  of  Boston.  The  space,  located  at  515  Blue  Hill  Avenue, 
was  adequate  given  the  limited  scope  of  the  office's  functions  at  that  time 
and  the  number  of  families  being  served.  The  office  served  primarily  as 
operating  space  for  workers,  as  workers  made  home  visits  and  provided 
direct  services  to  clients  in  the  clients'  homes. 

However,  between  1952  and  1987  when  the  office  finally  relocated  to  new 
space,  the  welfare  function  had  changed  significantly,  and  the  space  had 
long  since  become  functionally  inadequate.     For  example: 

o  In  1960,  the  average  AFDC  caseload  in  the  Grove  Hall  office  was 
about  530.     In  January  of  FY87,  the  AFDC  caseload  was  3,260. 

o  Since  the  1950's  the  number  of  programs  administered  by  the 
Department  —  Food  Stamps,  Child  Support,  Employment  and  Training, 
Medicaid,  Project  Good  Health,  etc.,  all  of  which  require  staff  -  has 
increased. 

o  In  the  past,  space  constraints  were  less  pressing  because  workers 
made  home  visits  and  spent  much  of  their  time  out  of  the  office. 
The  Department  no  longer  does  home  visits. 

o  In  addition  to  the  Department's  staff,  the  Grove  Hall  office  housed 
staff  from  the  Bureau  of  Special  Investigations  (BSI). 

Significant  improvements  have  occurred  since  the  move  to  new  space,  space 
which  includes: 

o  private  rooms  where  direct  service  workers  interview  clients, 
determine  client  eligibility  for  cash  and  medical  benefits,  and  assist 
clients  in  choosing  from  Department  services  —  ET  Choices,  housing 
search  and  homelessness  prevention  services,  Health  Choices,  and 
Child  Support; 

o  space  for  Division  of  Employment  Security  (DES)  workers  who  are 
colocated  and  provide  direct,  on-site  job  placements  and  job  referrals 
for  ET  participants; 

o  a  conference  room  for  case  managers  and  supervisors  to  conduct 
weekly  conferences  on  client  cases; 

o  computer  terminals  which  enable  on-line  access  to  client  information; 
and 

o    a  client  waiting  area  and  adjacent  children's  play  area. 
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The  space  improvements  help  create  a  positive  climate  for  both  clients  and 
workers  and  contributed  to  improved  performance.  Examples  of 
improvements  in  Grove  Hall  performance  are  reflected  below: 

o  ET  entered  employment.  The  office  continues  to  surpass  its  monthly 
ET  entered  employment  goal  by  200%. 

o  Employee  turnover  and  absenteeism.  Since  January  1987,  when  the 
office  was  relocated,  employee  turnover  has  declined  to  less  than  5%. 
Employee  absenteeism,  including  the  use  of  sick  time  and  time  off  the 
payroll,  has  declined  by  more  than  20%. 

Beginning  in  FY86,  the  Department  included  retrofitting  in  all  local  office 
renovation  plans.  Retrofitting  involves  cabling  and  electrical  wiring 
necessary  to  accommodate  computer  terminals.  To  date,  43  local  offices 
have  been  retrofitted. 

D.  Increased     Productivity    Through    Performance    Incentives    and    Employee 
Services 

As  part  of  the  Department's  efforts  to  improve  productivity  in  the  field, 
several  initiatives  have  been  implemented  since  FY84.     These  include: 

o  Error  Rate  Incentive  -  Upgradings  for  Direct  Service  Staff  ~ 
employee  morale  and  motivation  have  played  a  critical  role  in 
improving  performance  in  the  field.  With  support  from  the 
legislature,  the  Department  upgraded  direct  service  field  staff 
positions  as  a  reward  for  their  successful  efforts  in  lowering  the 
error  rates,  and  to  provide  an  incentive  for  continued  performance. 

o  Direct  Service  Worker  Career  Ladder  —  with  the  assistance  of  the 
Legislature  the  Department  will  implement  in  FY88,  a  direct  service 
worker  career  ladder.  This  career  ladder,  which  makes  available 
considerably  more  higher  level  direct  service  positions,  will  enable 
the  agency  to  promote  workers  who  have  demonstrated  quality  work 
performance.  In  the  past,  due  to  so  few  higher  direct  service 
positions,  the  Department  was  unable  to  retain  outstanding 
performers.  The  career  ladder  will  make  available  promotional 
opportunities  and  will  enable  the  agency  to  retain  a  qualified, 
experienced  workforce. 

o  Employee  Awards  and  Incentives  —  as  one  means  of  rewarding 
exemplary  performance  by  Department  employees,  the  Department  has 
established  a  variety  of  recognition  awards  and  activities.  The  intent 
of  these  initiatives  is  to  formally  recognize  individuals  and  groups  of 
employees  who  have  shown  outstanding  performance.  A  fuller 
explanation  of  the  Department's  incentive  program  is  contained  in  the 
Management  and  Support  account,  (4400-1000). 

o  Professional  Development  —  the  Department  has  a  strong  commitment 
to  the  professional  growth  and  development  of  its  staff  at  all  levels. 
Attendance  at  relevant  workshops,  conferences,  seminars,  and  courses 
of  study   has   proven   to   be   an   important   method   of  improving  worker 
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skills.        The    following    services    and    training    are    made    available    to 
Department  staff: 

-  retraining  of  clerical  staff  in  an  effort  to  keep  pace  with  rapid 
advances  in  office  technology, 

-  retraining  of  local  office  direct  service  staff  to  enhance 
interviewing  skills  and  improve  worker/client  relationships; 

-  retraining  of  local  office  management,  supervisory,  and  direct 
service  staff  to  increase  their  knowledge  of  changing 
departmental,  state,  and  federal  policies  and  procedures. 

The  Department's  success  in  managing  field  operations  is  demonstrated  by 
declining  error  rates,  more  than  45,000  ET  placements,  25,000  Health 
Choices  enrollments,  more  than  5,000  permanent  housing  placements,  and 
declining  staff  turnover  and  absenteeism.  These  improvements  in 
performance  provide  the  basis  upon  which  the  Department  can  move  closer 
to  its  goal  of  assisting  clients  in  becoming  self-sufficient,  moving  them  out 
of  poverty  and  off  of  welfare. 


DL     THE  FY89  LOCAL  OFFICE  AGENDA 

In  FY89,  building  in  the  base  of  the  dramatic  performance  improvements  since 
FY83,  the  Department  is  proposing  another  major  agenda  of  local  office 
improvements  designed  to  better  serve  clients  and  to  assist  them  in  becoming 
self-sufficient.     The  FY89  Local  Office  agenda  includes: 

o    the  full  implementation  of  Case  Management  in  the  local  office; 

o    the     elimination     of    the     distinction    between    intake    and    on-going 
workers  to  better  serve  clients; 

o    continuing   to    automate    local    office    operations    in    support    of  improved 
productivity  and  better  client  services;  and 

o    the    opening   of   a   new   welfare    office    in   Springfield    to    provide    clients 
with  better  services. 

A.  Case  Management 

Due  to  the  numerous  management  improvements  that  have  taken  place  in 
the  field  operation,  the  Department  is  better  prepared  to  implement  fully 
case  management,  a  service  delivery  system  that  integrates  cash  and 
medical  assistance  with  comprehensive  Department  and  community  services. 
The  goal  of  the  case  management  system  is  to  enable  welfare  clients  to 
move  out  of  poverty  and  off  the  caseload.  In  FY83,  the  problems  which 
plagued  the  field  operation  were  such  that  changing  the  service  delivery 
system  was  all  but  impossible  at  that  time.  As  the  problems  slowly  gave 
way  to  the  agency's  management  initiatives,  changes  in  the  way  services 
are  delivered  were  introduced.  In  FY87  the  agency  introduced  Case 
Management  on  a  limited  scale  and  expanded  it  in  FY88.      In  FY89,  service 
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delivery   across    the    state   will    reflect   the   Case   Management   approach   as   the 

agency's  anti-poverty  strategy. 

Assisting    clients    in    getting    off    of    welfare    and    out    of    poverty    is    a    key 

agency   goal.      The   vehicle   for   doing   this   is   Case   Management  wherein   local 

office    social    workers    work    with    both    the    client    and    specialized    workers    in 

the    local    offices    to    address    the    specific   needs    of   a    client    in    an    integrated 

fashion. 

Under  Case  Management,  the  Department  has  changed  the  worker's 
responsibility  for  a  case.  The  social  worker's  role,  in  addition  to  eligibility 
determination  and  redetermination,  includes: 

o    assessing  a  client's  total  needs  through  an  extensive  intake  process; 

o  introducing  and  marketing  Department  services  and  providing 
appropriate  referrals  to  support  specialists; 

o  performing  ongoing  case  maintenance  and  service  follow-up  on 
assigned  cases  to  ensure  that  clients  receive  the  correct  mix  of 
services;  and 

o    following  up  on  an  assigned  set  of  closed  cases. 

Under  Case  Management,  social  workers  identify  client  needs  and,  as  shown 
below,  refer  clients  to  specialists,  who  provide  ET,  Health  Choices,  housing 
and  Child  Support  services.  The  social  worker  is  also  responsible  for 
follow-up  on  cases  to  ensure  that  clients  who  have  left  the  caseload 
through  ET  remain  independent,  and  clients  who  are  placed  in  permanent 
housing  from  a  hotel  or  motel  do  not  become  homeless  again. 
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ET  and  Child  Support 

In  addition  to  offering  clients  a  comprehensive  package  of  services,  Case 
Management  is  designed  to  recognize  and  respond  to  individual  clients 
circumstances  and  needs,  and  to  provide  individual  clients  with  specific 
services  to  assist  them  in  becoming  self-sufficient.  Specifically,  clients 
come  onto  welfare  for  a  variety  of  reasons.  Therefore,  only  through  a 
Case  Management  system  which  can  tailor  service  delivery  to  the  specific 
needs  of  families  can  the  Department  assist  clients  in  permanently  leaving 
welfare.  For  example,  as  the  chart  below  demonstrates,  about  50%  of  the 
AFDC  cases  which  open  are  new  cases,  while  the  remaining  50%  have  used 
welfare  in  the  past. 


AFDC  CASELOAD  DYNAMICS 
OCTOBER  1983  -  JANUARY  1988 
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Clearly,    the    Department's    service  delivery    system    must    be    able    to    respond 

to    the    different    needs    of   these  two    populations.       As    the    following    charts 

indicate,  new  families  come  on  AFDC  for  different  reasons  than  families 
who  return  to  AFDC. 

According  to  a  survey  of  new  clients,  the  most  frequently  cited  reason 
(36%)  for  coming  onto  the  AFDC  caseload  was  pregnancy  or  the  recent 
birth  of  a  child.  Another  23%  of  the  clients  coming  onto  AFDC  did  so 
because  of  divorce,  separation,  or  the  death  of  a  parent.  These  reasons 
indicate  that  changes  in  family  status  and  composition,  and  not  in  the 
economy,  are  the  most  significant  changes  forcing  households'  to  apply  for 
AFDC.  Only  15%  of  those  coming  onto  AFDC  did  so  because  the  head  of 
household  either  lost  a  job  or  had  reduced  earnings. 
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WHY  NEW  FAMILIES  COME  ON  AFDC 


Pregnancy — 36SK 


Separation/Divorce — 23%. 

fX'X  X-X'X-X'XjK*"^^^^^^^^^^^^^^^^^^^^^^^ 

livXXvlv.v/Kv.l.v.v.v.v/.y.v.v.v^X/TTl^N^^  I 

Parent  Disability — 55K 

Other — 8* 

...  -  -,  ..,,.-,     -_: 

Relocation — 1456 


Through  case  management  in  the  local  offices  the  Department  can  respond 
to  the  needs  of  families  who  came  on  AFDC  for  reasons  related  to  changes 
in  family  status  or  composition.  For  these  families,  the  Department  works 
aggressively  with  the  Department  of  Revenue  to  ensure  that  child  support 
orders  are  established  in  amounts  sufficient  enough,  when  combined  with 
wages  through  ET,  to  enable  the  client  to  leave  the  caseload. 

Unlike  most  new  cases,  almost  a  third  of  all  families  returning  to  the  AFDC 
caseload  cite  job-related  factors  as  their  reason  for  coming  onto  AFDC. 
Only  11  percent  of  these  families  have  had  prior  ET  experience. 
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WHY  FAMILIES  RETURN  TO  AFDC 


.^Hgpfe?^^.      Job  Related — 2956 
Separation/Divorce — 21%.  /&■  ::yiy  '■  'fPttr^        s=mm±. 


Parent  Disability — 496 


Relocation — 19%  V    .'..'.".•::    ■/  '.'         A   :::::. \y( 

^W^ysysssyyyk-'-'-'-'-S    Other — 1696 


Pregnancy —  1 196 


For  these  families,  who  have  come  on  AFDC  for  economic  and  job-related 
reasons,  local  office  direct  service  workers,  in  conjunction  with  ET  staff, 
provide  these  clients  with  the  education  and  skills  training  that  are 
necessary  to  obtain  employment  and  leave  the  welfare  caseload. 

In  addition  to  tailoring  agency  services  to  meet  client  needs,  and  linking 
ET  wages  with  Child  Support  as  an  anti-poverty  strategy,  under  Case 
Management  clients  receive  assistance  from  Health  Benefits  Advisors  in 
selecting  the  health  plan  that  best  suits  their  families  needs,  and  assistance 
in  solving  housing  problems  from  housing  specialists. 

Health  Benefits 

As  a  part  of  Case  Management,  clients  and  their  families  are  referred  to 
and  receive  assistance  from  Health  Benefits  Advisors  in  the  local  offices. 
These  specialists,  in  conjunction  with  the  social  worker,  assist  clients  in 
the  selection  of  the  most  appropriate  health  care  provider.  Based  on  a 
client's  health  care  needs  and  status,  the  Health  Benefits  Advisor  assists 
clients  in  selecting  from  among  the  various  choices  a  form  of  care  that  will 
offer  preventive  community  care.  The  Health  Benefits  Advisor  encourages 
clients  to  enter  Health  Choices  programs,  such  as  health  maintenance 
organizations,  and  community  health  centers. 


370 


Promoting    the    benefits    of    coordinated    health    care    and    preventive    health 
services  include: 

o    enrolling  clients  in  Health  Choices; 

o    identifying     clients    who     have     access  to     private     health  insurance 

maintained    or    provided    by    the    absent  parent,    and    other  forms    of 

private    health    insurance    available    to  a    custodial    parent  and    her 
children; 

o  providing  assistance  in  overcoming  barriers  such  as  limited  access  to 
providers,  scheduling  appointments  and  assisting  with  transportation 
problems;  and 

o  following  up  to  ensure  that  problems  with  health  service  coverage  do 
not  force  clients  to  return  to  or  remain  on  the  caseload  when  they 
could  be  independent. 

The  Health  Benefits  Advisor  also  ensures  that  health  services  are  available 
through  Health  Choices  for  participants  in  ET.  The  Health  Benefits  Advisor 
works  with  the  ET  specialist  to  achieve  the  Health  Choices  enrollment  goal 
of  50,000  in  FY88. 

Hnnsmg  and  Homeless  Assistance 

A  client  with  housing  problems  is  referred  by  the  social  worker  to  a 
housing  and  homeless  specialist  in  the  local  office.  The  specialist  works  to 
help  prevent  the  family  from  becoming  homeless,  and  can  assist  those  who 
are  homeless  in  both  finding  emergency  shelter  and  acquiring  permanent 
housing. 

In  FY89,  Case  Management  will  be  expanded  to  accommodate  the  agency's 
homelessness  prevention  initiative.  Through  this  initiative  the  Department 
will  rely  upon  Case  Management  staff  and  housing  specialists  in  the  local 
offices  to  identify  and  assist  clients  who  are  in  danger  of  becoming 
homeless,  and  to  prevent  the  displacement  of  the  family,  if  possible, 
through  the  greater  use  of  preventive  services  such  as  landlord/tenant 
mediation,  or  preventive  benefits  such  as  Emergency  Assistance. 
Additionally,  families  faced  with  imminent  homelessness  may  also  receive  a 
limited  rent  subsidy. 

As  a  part  of  the  Case  Management  system  in  the  local  offices,  clients  will 
be  referred  to  workers  who  are  specially  trained  to  assist  families  who  are 
in  danger  of  becoming  homeless.  A  key  goal  of  Case  Management  and  the 
homelessness  prevention  initiative  is  early  identification  of  problems.  Often 
the  Department  does  not  become  aware  of  housing  problems  until  a  family 
has  become  homeless.  At  that  point,  the  family  has  already  been  uprooted, 
and  it  is  forced  to  adjust  to  a  new  living  situation,  whether  it  be  a  new 
apartment,  a  shelter,  or  even  a  hotel  or  motel  In  almost  all  cases,  it  is 
more  difficult,  and  more  costly,  for  a  family  to  attain  new  housing  than  it 
would  have  been  to  maintain  their  previous  housing  if  only  the  proper 
services  had  been  made  available  to  them.  Under  Case  Management,  "at 
risk"  families  will  be  identified  and  appropriate  services  will  be  provided. 
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Consolidation  of  Intake  and   Ongoing  Fimcrions 

In  FY89,  as  a  part  of  the  full  implementation  of  Case  Management,  and  to 
better  serve  clients,  the  Department  will  consolidate  intake  (application)  and 
ongoing  (eligibility  redetermination  and  case  maintenance)  functions  in  the 
local  offices.  Currently,  workers  are  responsible  for  either  taking  client 
applications  or  redetermining  eligibility  for  assistance  and  maintaining  cases. 
Consolidation  of  these  functions  under  one  worker  will  mean  that  a  single 
worker  will  perform  both  the  application  and  ongoing  case  maintenance 
activities  associated  with  a  case.  A  client  will  be  assigned  to  one  worker 
at  the  time  of  application  who  will  determine  initial  eligibility,  and  maintain 
the  case  as  long  as  the  client  remains  on  the  caseload,  providing  for  that 
family  the  entire  array  of  available  benefits  and  anti-poverty  services,  and 
assisting  that  family  in  becoming  self-sufficient. 

B.  Support  For  Case  Management  Through  The  Easy  Access  System  (EAS) 

In  1986,  there  were  fewer  than  500  computer  terminals  for  use  by  over 
4,000  local  office  workers.  Workers  either  waited  in  line  or  signed  up  for 
a  terminal  in  advance.  In  FY87,  the  Department  installed  more  than  300 
terminals  as  part  of  the  first  phase  of  the  Easy  Access  Systems  project,  or 
EAS.  EAS,  the  current  phase  of  MPACS,  involves  network  development 
and  the  installation  of  1,500  terminals  over  three  years.  Automating  local 
office  operations  through  EAS  will  provide  managers  and  workers  with  both 
the  time  and  information  they  need  in  order  to  improve  service  delivery 
through  the  Case  Management  system.  In  FY88,  the  Department  will  install 
an  additional  325  terminals.  In  FY89,  the  third  phase  of  this  project,  the 
Department  plans  to  purchase  and  install  approximately  550  terminals.  With 
EAS,  social  workers  and  managers  will  access  more  effectively  existing 
information  and  calculation  screens. 


3  YEAR  EAS 

PROJECT 

PHASE 

L            PHASE  2 

PHASE  3 

FY87 

FY88 

FY89 

No  of  Terminals 

310 

325 

550 

By  replacing  workers'  reliance  on  case  folders  and  computer  print-outs 
with  access  to  appropriate  databases,  more  time  will  be  made  available  for 
Case  Management  activities.  With  the  enhanced  network  provided  by  EAS, 
the  Department  will: 
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o  Implement  operational  improvements  to  streamline  the  administration 
of  cash  assistance  programs,  better  coordinate  services  and  provide 
local  office  staff  with  timely,  simple  access  to  automated  information. 

o  Provide  workers  with  ready  access  to  the  most  up-to-date  client  and 
vendor  information.  Integration  of  existing  systems  into  local  office 
operations  means  that  workers  will  no  longer  have  to  go  to  many 
different  folders  trying  to  compile  client  information.  Using  the 
terminal  at  his/her  desk,  the  worker  can  retrieve  any  necessary 
information  in  seconds.  This  will  allow  for  prompt  and  accurate 
responses  to  vendor  and  client  inquiries. 

o  Allow  Case  Management  workers  to  increase  client  participation  in 
Department  programs,  help  them  move  off  the  caseload,  and  help 
them  to  remain  self-supporting. 

o  Be  able  to  prepare  for  a  smooth  and  well-managed  transition  to  the 
later  phases  of  the  MPACS  environment  by  acclimating  staff  to 
automation  and  establishing  the  basic  MPACS  communications  network 
requirements.  This  will  assure  that  the  transition  to  MPACS  will 
occur  without  serious  disruption  to  local  office  operations  or  to  client 
services. 

In  order  to  continue  with  the  EAS  project,  computer  terminal  installation, 
and  ultimately  MPACS,  the  Department  will  continue  preparing  the  local 
office  space.  Renovations  are  required  in  offices  that  have  not  previously 
had  to  support  large  quantities  of  data  processing  equipment.  In  addition, 
retrofitting  is  required  in  any  office  that  is  relocating  due  to  termination 
of  a  lease  or  tenancy  at  will  agreement. 

C.  A  Second  Springfield  Welfare  Office 

In  FY89,  to  better  serve  clients  in  Springfield,  the  Department  is  proposing 
to  establish  a  second  office  in  the  second  largest  city  in  the 
Commonwealth.  Currently,  Springfield,  a  city  of  more  than  150,000  is 
served  by  one  welfare  office.  Though  it  is  the  largest  office  in  the  state 
and  all  eligible  clients  are  receiving  benefits,  the  Department  can  better 
serve  clients  through  the  establishment  of  a  second  welfare  office.  The 
creation  of  a  second  office  will  result  in  two  medium  size  offices  that  are 
more  manageable.  The  sheer  size  of  the  current  offices  caseloads  and 
number  of  staff  required  to  service  those  caseloads  are  such  that  clients 
would  be  better  served  with  a  second  office. 

Currently,  the  Springfield  office  has  a  total  combined  caseload  of  13,803, 
including  9%  of  the  AFDC  caseload  (7,588)  more  than  10%  of  the  GR 
caseload  (2,467),  and  almost  2,000  NPA  Food  Stamp  Cases.  A  total  of  246 
staff  work  in  the  Springfield  office.  The  next  largest  office  is  Worcester 
with  a  combined  caseload  of  7,687  and  157  staff. 

The  Department  has  released  a  Request  for  Proposals  (RFP),  seeking  bids 
for  new  space  for  a  second  office.  Space  in  the  current  office  will  be 
reduced  accordingly.  The  Department  anticipates  that  space  can  be 
acquired  and  the  two  offices  can  be  fully  established  by  early  in  FY89. 
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FY89  BUDGET  REQUEST 

SnhdHiary Component FY89  Request 

01/02  Personnel  $71^03,654 

Funds  in  the  amount  of  $71.5  million  are  requested  for  the  salaries  of  direct 
service  workers,  clerks,  supervisors,  and  managers  located  in  the  Department's 
more  than  60  local  offices. 

13  Special  Supplies  and  Expenses  $277,092 

Funds  in  the  amount  of  $277,092  are  requested  to  cover  the  costs  of 
chargeback  for  the  Medicare  Tax  for  employees  hired  since  April,  1986. 

16  Rental  $10,723,253 

Funds  requested  in  this  subsidiary  will  fund  rental  agreements  for  more  than 
60  local  offices  located  across  the  Commonwealth.  In  FY89,  the  Department 
plans  to  continue  upgrading  several  of  its  local  offices  in  an  effort  to  provide 
locations  which  are  accessible  to  clients,  and  to  provide  safe  and  professional 
environments  for  clients  and  staff.  The  FY89  request  of  $10.7  million  covers 
the  costs  of  current  leases.  Additional  funds  to  cover  the  cost  of  additional 
space  in  Springfield  are  not  in  the  request. 

TOTAL  $82^03,999 
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MANAGEMENT  AND  SUPPORT  (4400-1000^ 


FY86  FY87  FY88  FY89  Request 


Expenditures\ 

Appropriations  $37,600,000*  $37,729,909  $37,122,437  $37,073,427 


INTRODUCTION 

The  Management  and  Support  account  (4400-1000)  is  the  primary  funding 
source  for  the  administrative  resources  essential  to  the  agency's  operation  and 
delivery  of  services  to  clients.  Funds  in  the  Management  and  Support  account 
provide  the  support  resources  required  to  deliver  benefits  and  services  to  over 
500,000  clients  every  month,  yet  account  for  less  than  15%  of  the  agency's 
budget. 

The  Management  and  Support  account  funds  the  personnel  and  administrative 
resources  including,  automated  equipment,  office  supplies,  contracted  services, 
central  office  space  rentals,  postage,  and  telecommunication  systems,  that 
enable  the  agency  to  deliver  services  to  clients.  Funding  in  this  account  also 
supports  the  Department's  management  agenda,  including  productivity 
improvements,  Finance  collections,  and  administrative  savings,  which  yield  both 
immediate  and  long-term  benefits  to  the  agency,  the  Commonwealth,  and 
taxpayers.  Funding  provided  in  this  account  is  thus  critical  to  the 
accomplishment  of  key  FY89  management  goals,  including: 

o  managing  effectively  the  daily  operations  of  the  major  divisions  within 
the  Department  in  support  of  achieving  agency  management  and  program 
goals; 

o  providing  support  for  placing  an  additional  14,000  AFDC  and  GR  clients 
into  jobs  through  the  ET  program; 

o  managing  the  agency's  personnel  resources  and  improving  performance 
through  performance  evaluation,  reduced  sick  time,  employee  services, 
and  other  initiatives  designed  to  improve  staff  productivity, 

o  continuing  to  provide  a  comprehensive  package  of  skills  training  in 
support  of  employee  development  and  to  improve  worker  performance  in 
addition  to  the  training  provided  for  every  new  social  worker; 


Includes    $83    million    in    contract    expenditures    funded    through    a    separate 
Contracts  Operation  account,  (4400-0900). 
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o  managing  the  agency's  aggressive  savings  and  revenue  agenda  of  $196 
million;  and 

o  continuing  to  automate  the  agency's  operations  in  the  central  and  field 
offices  in  order  to  increase  productivity,  improve  the  quality  of  services 
delivered  to  clients,  maintain  record  low  error  rates,  and  provide  support 
for  the  full  implementation  of  case  management  in  the  local  offices. 


MANAGEMENT  PERFORMANCE:     1983  -  1988 

Since  FY83  the  Department  has  implemented  a  comprehensive  agenda  of 
management  initiatives,  many  of  which  were  funded  through  the  Management 
and  Support  account,  designed  to  improve  existing  programs  and  to  increase 
productivity  throughout  the  agency.  These  initiatives  have  resulted  in 
accomplishments  which  benefited  both  the  Commonwealth  and  Taxpayers  in 
that  agency  operations  have  become  more  cost  effective,  and  clients,  because 
benefits  and  service  delivery  has  improved  substantially.  Agency 
accomplishments  include: 

o  implementing  the  nationally  recognized  Employment  and  Training  program 
which  has  placed  to  date  more  than  45,000  AFDC  and  GR  recipients  in 
full  or  part-time  jobs; 

o  increasing  the  number  of  Department-funded  shelters  from  2  in  FY83  to 
more  than  80  in  FY88; 

o  reducing  the  error  rates  in  AFDC,  Medicaid,  and  Food  Stamps  to  or 
below  the  federal  fiscal  sanction  level,  enabling  the  Department  to  avoid 
more  than  $50  million  in  potential  error  rate  sanctions. 

o  increasing  finance  collections  by  $125%,  from  $20.0  million  in  FY83  to  a 
projected  $45  million  in  FY88. 

o  providing  critical  support  resources  for  local  office  staff,  an  agency 
priority  since  FY85,  creating  a  more  professional  work  environment  and 
contributing  to  improvements  in  worker  accuracy  and  productivity  and  in 
client  attitudes  towards  the  Department  as  well; 

o  providing  employee  services  to  improve  morale,  especially  among  the 
direct  service  field  staff.  The  best  measure  of  this  is  that  turnover 
among  the  direct  service  staff  has  declined  by  more  than  30%  from  FY83 
levels,  enabling  the  agency  to  maintain  a  trained,  qualified  workforce 
and  providing  an  incentive  for  outstanding  performance  in  meeting 
agency  goals. 

These  and  other  management  initiatives  are  described  briefly  in  the  following 
pages.  These  accomplishments,  and  others,  have  been  achieved  despite  the 
fact  that  the  management  and  support  account  —  the  primary  funding  source 
for  daily  agency  operations  —  has  essentially  been,  as  shown  below,  level- 
funded  since  FY86. 
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Management 

and 

Support  Funding 

FY86  Spending 

S37.6M 

FY87  Spending 

$37.7M 

FY88  Appropriation 

S37.1M 

FY89   H.1  Recommendation 

S37.1M 

In  fact,  the  FY89  H.1  request,  withstanding  several  years  of  increased  staff 
costs,  for  example,  is  actually  13%  less  than  FY86  spending.  The  Boston 
Consumer  Price  Index  (CPI)  has  increased  6.8%  since  FY86. 

A.  Savings  and  Revenue 

The  agency's  savings  and  revenue  agenda  is  comprised  of  Finance  and  Child 
Support  collections,  Medicaid  savings,  and  savings  from  the  ET  program. 
The  Management  and  Support  account  provides  the  funding  for  Finance 
collections  and  partially  supports  the  other  three.  Funds  provided  in  this 
account  have  contributed  to  the  growth  in  savings  and  revenue  from  $92.1 
million  in  FY83  to  a  projected  $578  million  in  FY88. 

Controlling  and  offsetting  the  cost  of  agency  operations  and  offsetting  the 
costs  of  program  expansion  continues  to  be  a  management  priority.  The 
annual  savings  and  revenue  agenda  is  designed  to  meet  four  major 
objectives: 

o  Financing  Anti-Povertv  Initiatives.  Since  FY84,  savings  have 
increased  an  average  of  $98.5  million  a  year.  In  FY88,  savings  and 
revenue  projects  will  total  $578  million  in  new  and  continuing 
savings,  offsetting  the  total  expansion  costs  associated  with  the  cost 
of  living  increases  for  AFDC  and  GR  clients,  expanded  homeless 
services,  and  improved  health  care  services  through  Health  Choices. 

o  Improving  Management  and  Services.  In  addition  to  helping  to 
finance  critical  client  service  initiatives,  many  parts  of  the  savings 
agenda  are  themselves  initiatives  to  improve  service  delivery. 
Perhaps  the  most  prominent  example  is  ET.  As  part  of  the  savings 
agenda,  ET  provides  a  wide  range  of  employment  and  training 
services  that  have  allowed  over  43,000  welfare  recipients  to  find  jobs, 
with  over  72%  of  them  now  off  welfare  and  self-sufficient,  saving 
over  $130  million  after  subtracting  the  costs  of  the  program  in  1987 
alone. 

o  Improving  Cost-Effectiveness  of  Agency  Operations.  Besides  financing 
expanded  services,  savings  and  revenue  initiatives  are  essential  to 
maintaining  the  Department's  current  level  of  services  to  its  clients 
and    ensuring    that    inflationary    cost    increases    (which    contribute 
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nothing  to  improved  services)  do  not  consume  available  growth  funds. 
A  strong  savings  program  that  holds  Department  managers  responsible 
for  outcomes  forces  them  to  identify  inefficiencies  in  program 
operations  and  develop  innovative  savings  solutions  that  improve  the 
Department's  ability  to  deliver  the  same  services  more  cost- 
effectively. 

o  Ensuring  that  the  Department  is  the  Paver  of  Last  Resort.  A  major 
driving  force  behind  growth  in  the  Department's  savings  and  revenue 
agenda  is  a  strong  commitment  to  holding  third  parties  responsible, 
when  appropriate,  for  covering  the  costs  of  services  provided  to 
clients. 

Eeaag  CdJg^aas- 

As  a  part  of  the  savings  and  revenue  agenda,  the  Finance  division 
maintains  an  aggressive  agenda  in  FY88  of  initiatives  designed  to  collect 
overpayments  and  payments  from  third  parties  to  reimburse  the  Department 
for  expenses  it  has  made  on  behalf  of  clients.  Since  FY83,  total  Finance 
collections  have  increased  significantly.  The  Finance  division  expects  to 
collect  $45  million  in  FY88  and  $50  million  in  FY89,  an  increase  of  $30 
million  over  FY83  levels. 


FINANCE  COLLECTIONS 

FY83,  FY88,  FY89 


S    10 


SSI-GR 


Recoupment 
Assignment  Collect. 
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The  primary  sources  for  Finance  collections  are: 

o  reimbursement  from  providers  and  third  party  payers  such  as 
physicians,  hospitals,  HMO's,  Blue  Cross,  and  other  commercial 
insurers  where  Medicaid  clients  have  third  party  coverage; 

o  overpayments  from  Medicaid  providers  who  received  retroactive  rate 
decreases  due  to  Department  and  Rate  Setting  Commission  audits; 

o  recoveries  from  casualty  insurers  representing  clients  who  received 
benefits  because  of  an  accident; 

o  recovery  from  the  federal  government  for  clients  who  received 
retroactive  Supplemental  Security  Income  (SSI)  benefits  after 
receiving  lower  state  funded  General  Relief  (GR)  benefits;  and 

o    restitution  from  clients  for  overpayments  or  fraud 

Increasing  collections  has  involved  identifying  untapped  sources  of  revenue, 
reducing  backlogs,  automating  document  processing  and  automating  the 
management  of  accounts  receivable.  The  Department  has  doubled  its 
Finance  collections  over  the  past  five  years  with  no  increase  in  the  number 
of  staff.     This  has  been  accomplished  through: 

o  the  Centralized  Automated  Recovery  System  (CARS),  installed  in 
April,  1987,  that  has  automated  over  15,000  records  which  were 
maintained  manually, 

o  the  increased  use  of  private  audit  and  accounting  firms,  in-lieu  of 
adding  state  staff,  that  are  used  as  needed  and  reimbursed  only  when 
collections  are  identified  and  confirmed;  and 

o  a  system  for  the  recoupment  of  Food  Stamp  overpayments,  through 
automated  billing  on  overpayments  procedures  and  fraud  referrals. 

In  FY89,  management  improvements  and  the  automated  support  provided 
through  this  account  will  enable  the  Finance  division  to  increase  collections 
by  11%  over  FY88  levels,  from  $45  million  to  $50  million. 

B.  Tmprpwe^  Performance  Through  Jfc*1er  Personnel  Mjmjgemeitt 

Since  FY83,  agency  performance  across  a  wide  range  of  staff-sensitive 
indicators  has  improved  significantly  —  error  rates  are  a  fraction  of  what 
they  once  were,  more  than  43,000  ET  placements  have  been  made,  and 
savings  and  revenue  have  increase  by  more  than  500%.  These 
accomplishments,  and  numerous  others  outlined  throughout  this  narrative, 
have  occurred  despite  the  fact  that  administrative  spending  as  a  percentage 
of  total  agency  spending  declined  from  7.7%  in  FY85  to  6.6%  in  FY87.  as 
did  the  number  of  authorized  state  positions,  from  4,586  in  FY84  to  4,518  in 
FY87. 

To  accomplish  the  management  agenda  which  the  agency  established  for 
itself  has  thus  required  that  staff  resources  be  managed  effectively,  that 
staff  be   provided   with   the   types   of  support   and   incentives   which   contribute 
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to    quality    performance,    and    that    scare    administrative    resources    be    utilized 
effectively. 

Despite    the    reductions    noted    above,    new   programs    and    central    office    units 
to  support  those  programs  have  been  created.     Examples  include: 

o  a  contracts  and  audit  unit  within  Finance  which  has  performed  more 
than  500  audits  since  FY85; 

o  a  central  office  Shelter/Homeless  unit  which  has  expanded  the 
network  of  state-funded  shelters  from  2  in  FY83  to  more  than  80  in 
FY88;  and 

o  a  Housing  Search  unit  which  has  placed  to  date  more  than  5,100 
families  into  permanent  housing. 

In  addition  to  these  units,  staffing  in  the  local  offices  has  been  increased 
to  achieve  error  rate  goals  and  to  implement  new  programs,  including: 

o  more  than  350  direct  service  workers  have  been  deployed  to  the  local 
offices  to  bring  about  more  manageable  worker  caseloads; 

o  60  Health  Benefits  workers  were  added  contributing  to  more  than 
25,000  enrollments  in  Health  Choices;  and 

o  70  additional  ET  workers  to  enroll  AFDC  and  GR  clients  in  the  ET 
program  have  been  deployed  to  the  local  offices. 

The  ability  of  the  agency  to  staff  its  priority  initiatives  without  increasing 
the  number  of  state  positions  is  the  result  of  a  number  of  initiatives 
designed  specifically  to  maximize  staff  resources.     Examples  include: 

o  better  vacancy  management  to  make  use.  of  existing  state  positions. 
In  FY83,  on  any  given  day  more  than  300  positions  across  the  agency 
were  vacant.     In  FY88,  that  number  has  been  reduced  to  20; 

o  central  office  redeployments  resulted  in  more  than  200  positions  being 
redeployed  to  the  local  offices  and  more  than  60  redeployments 
within  the  central  office  to  those  divisions  responsible  for  savings 
and  other  agency  priorities;  and 

o  reducing  by  120  the  number  of  clerks,  and  by  65  the  number  of  food 
stamp  technicians  in  the  local  offices  to  help  accommodate  the 
increase  in  direct  service  workers. 

C.  Increased  Productivity  Jhrgflgh  Hxpaoded  Employee  Services 

In  addition  to  managing  better  its  staff  resources,  recent  agency  efforts 
have  sought  to  increase  productivity  by  providing  all  staff,  in  both  the 
central  office  and  the  local  offices,  with  the  support  and  incentives 
required  to  increase  productivity  and  improve  performance,  including 
performance  evaluation,  employee  awards  and  incentives,  and  employee 
support  services. 
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Performance  Fvlmrinn 

Prior  to  FY83  evaluation  of  managerial  staff  performance  was  not  always 
regular,  and  when  it  was  performed,  it  was  not  necessarily  tied  to 
agency  goals  and  objectives,  nor  was  it  used  for  employee  career 
development.  Currently,  two  evaluation  programs,  the  Employee 
Performance  Review  System  for  non-managerial  employees,  and  the 
Performance  Management  System  for  all  managers,  provide  employees 
with  regular,  formal  evaluations. 

o  The  Employee  Performance  Review  System,  is  designed  to  promote 
clear  communication  between  employees  and  their  supervisors. 
Through  a  three-part  annual  process,  employees  and  supervisors 
negotiate  and  discuss  agency  goals,  job  expectations  as  related  to 
agency  goals,  career  development  opportunities,  productivity 
standards  and  worker  performance. 

o  The  Performance  Management  System,  is  a  management  evaluation 
process  which  encourages  the  agency  to  clearly  establish  and 
define  its  goals,  and  to  evaluate  managers  in  terms  of  their 
progress  toward  achieving  those  goals.  The  system  provides  a 
structure  by  which  senior  managers  monitor  progress  and 
productivity,  while  at  the  same  time  motivating  managers  to 
achieve  their  goals.  Progress  towards  the  achievement  of  each 
manager's  goals  is  determined  periodically,  and  managers  who 
demonstrate  excellent  performance  can  be  rewarded  monetarily. 
The  Performance  Management  system  also  provides  a  structure  to 
discuss  ways  to  improve  performance  with  managers  who  fail  to 
meet  their  goals. 

Employee  Awards  and  Incentives 

The  Department  has  implemented  a  performance  recognition  program  to 
award  those  employees  and  agency  units  that  have  demonstrated 
excellence  in  performance.  The  recognition  program  includes  a  series  of 
ceremonies,  plaques,  certificates  of  merit,  and  letters  of  recognition. 
The  Department'^  ,„  ignition  program  includes: 

o  The  Compassion  Award,  which  recognizes  individual  employees 
who  demonstrate  unusual  compassion  toward  clients  or  provide 
unique  services  "above  and  beyond  the  call  of  duty."  Recent 
examples  include  collecting  clothing  for  infants,  calling  on 
elderly  clients  during  holidays,  and  spending  holidays  with,  and 
cooking  for,  homeless  families. 

o .  The  Excellence  Award,  recognizes  local  offices  and  central  office 
units  that  excel  in  meeting  established  agency  goals.  Examples  of 
achievements  in  FY87  include  the  Framingham,  Brockton,  and 
Brookline  local  offices,  which  maintained  AFDC  error  rates  of 
1.1%,  0.8%  and  0.8%  respectively,  while  exceeding  their  ET  priority 
placement  goals  by  223%,  123%,  and  144%. 

o  The  ET  Award  recognizes  local  offices  that  meet  or  exceed  ET 
priority  placement  and  error  rate  goals. 
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o  Commonwealth  Citation  for  Outstanding  Performance.  This  award, 
presented  by  the  Governor,  honored  16  department  employees  in 
FY87  who  demonstrated  exemplary  work  performance.  In  1987 
such  performance  included  helping  clients  locate  permanent 
housing,  taking  initiative  in  making  services  available  to  ET 
clients,  Mid  developing  the  first  Case  Management  Implementation 
Plan. 

o  The  Governor's  Award  for  Excellence  in  Public  Service:  The 
Manuel  Carballo  Award.  This  award,  given  annually  to  a  maximum 
of  10  state  staff,  recognizes  recipients  for  their  exemplary 
leadership,  creativity,  innovation,  productivity  achievements,  and 
savings  in  agency  operations.  In  FY87,  the  Department's  Associate 
Commissioner  for  Medicaid,  Carmen  Canino,  received  the  Carballo 
Award,  for  performance  and  leadership  which  demonstrated  that 
achieving  better  management  in  Medicaid  programs  and  cost 
savings,  go  hand  in  hand  with  improving  client  access  to  high 
quality  health  care. 

siring  Tjammg 

As  a  part  of  the  agency's  broad  approach  to  increasing  productivity  and 
improving  performance,  a  comprehensive  package  of  employee  skills  training 
is  available  to  the  entire  staff.  This  training  is  designed  to  update  and 
improve  workers  skills  and  to  teach  the  new  skills  necessary  to  meet  the 
Department's  changing  needs  and  needs  of  an  ever-changing  technological 
work  environment.     Examples  of  available  training  include: 

o  computer  based  training  ranging  from  introductory  personal  computer 
training  to  more  complex  programming  and  data  base  training; 

o  supervisory  training  designed  to  enhance  the  supervisory  and 
management  skills  of  both  central  office  and  local  office  supervisors 
and  senior  level  staff;  and 

o  refresher  courses  for  local  office  direct  service  workers  to  update 
their  knowledge  of  Department  programs  and  services. 

Emplgyge.  Support  Services 

Since  FY83  the  agency  has  introduced  a  number  of  support  services 
aimed  at  improving  the  quality  of  work  and  personal  life  for  employees 
and  assisting  employees  in  meeting  agency  goals.     Among  them  are: 

o  Employee  Assistance  Program  (EAP1  -  A  voluntary,  confidential, 
and  professional  counseling  and  evaluation  service  for  employees 
and  their  family  members  who  may  be  experiencing  personal 
problems  including:  family  conflict,  emotional  difficulties,  stress, 
alcohol  and/or  drug  related  concerns. 

o  Pre-Retirement  Seminars  -  a  voluntary  program  for  all  employees 
55    years    and    above.       This    program    was    designed    to    provide 
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employees    nearing    retirement    age    with    information    on    both    the 
practical  and  psychological  dimensions  of  retirement. 

The  availability  of  such  incentives  and  services  is  important  because  of 
the  high  correlation  between  job  commitment,  job  satisfaction  and 
performance.  Through  innovative  and  creative  management  initiatives 
and  the  hard  work  and  commitment  of  its  employees  the  Department  has 
gained  national  recognition  for  several  of  its  programs.  Employee 
efforts  have  demonstrated  a  dedication  and  commitment  to  welfare 
clients  and  to  meeting  agency  goals.  The  Department's  continued 
support,  encouragement,  and  recognition  of  notable  performance  is 
viewed  as  a  key  factor  in  recent  agency  achievements. 

D.  AdminvaTarive  Savings 

Over  the  past  four  years,  the  agency  has  managed  to  control  and  reduce 
administrative  spending.  Key  initiatives  contributing  to  administrative 
savings  include: 

o  Conversion  of  (03^  staff  will  save  $4  Million.  With  the  help  of 
the  Executive  Offices  of  Human  Services  and  Administration  and 
Finance  and  the  Legislature,  the  Department  began  in  FY87  the 
process  of  converting  (03)  staff  to  state  positions.  This  process, 
which  will  be  complete  in  FY88,  will  result  in  FY89  savings  of  $4 
million. 

o  Paperwork  reduction  will  save  S0.125  Million.  In  FY88,  the 
Department  implemented  a  paperwork  reduction  initiative  that 
reduced  the  number  of  reports  produced  annually  by  45%.  By 
consolidating  and  reducing  the  number  of  forms  and  reports 
generated,  the  Department  will  save  over  $0,125  million  annually  in 
data  resource  center  charges,  and  shipping  and  storage  costs. 
This  decrease  in  paperwork  has  had  the  additional  benefit  of 
contributing  to  the  reduction  of  120  clerks  in  the  local  offices, 
and  to  better  use  of  space  in  the  local  offices. 

o  Use  of  temporary  services  saves  $1.0  million  each  year. 
Contracting  for  services  such  as  clerical  temporaries,  security 
guards,  hearings  referees,  and  paralegal  assistance,  on  an  as- 
needed,  part-time  basis  allows  the  Department  to  allocate  staff 
resources  to  locations  where  they  are  most  needed,  avoiding  the 
cost  of  permanent  state  employees,  and  saving  over  $1.0  million 
each  year. 

o  Telephone  savings  of  $0.6  million.  As  a  result  of  better 
management  of  telephone  usage,  new  lease  agreements,  and 
improved  monitoring  of  billing  and  billing  procedures,  the  agency 
estimates  that  it  will  save  $0.6  million  in  FY88  alone.  To  avoid 
future  increased  costs,  due  primarily  to  more  expensive 
technological  services  and  rate  increases,  the  Department  has 
implemented  an  agency-wide  telephone  savings  initiative.  This 
initiative  includes: 

-     providing  division  managers  with  telephone  savings  goals; 
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-  replacing  antiquated  costly  phone  systems  with  new  systems 
through  more  economical  lease-purchase  agreements;  and 

-  aggressively  recouping  payment  for  services  incorrectly 
billed  by  telephone  companies  through  careful  audits  and 
reviews. 

o  Reducing  gck  time  "sod  bv  20%.  In  FY87,  employees  were  using, 
on  average,  10  days  of  sick-time  each  year.  In  FY88,  the 
Department's  management  agenda  includes  reducing  sick-time  to 
gfeht  daw  per  year,  or  a  20%  reduction.  Though  reducing  sick- 
time  does  not  actually  result  in  savings,  it  does  increase 
productivity,  and  it  decreases  the  need  for  temporary  services.  To 
date,  more  than  a  15%  reduction  in  sick-time  has  been  realized. 

E.  Productivity  Improvement  Through  Office  Automation 

A  detailed  assessment  of  office  operations  in  the  agency  in  FY84  revealed 
that  significant  productivity  improvements  could  result  from  an  increased 
utilization  of  automated  systems.  In  FY85,  computers  were  introduced  into 
the  daily  work  routine  of  the  agency.  The  results  have  been  significant. 
Specifically,  with  the  introduction  of  desk  top  computers  and  word 
processing  systems,  and  a  greater  reliance  upon  statewide  automated 
systems,  the  agency  has  been  able  to: 

o    reduce  staffing  levels  in  some  central  office  divisions; 

o    redeploy    staff    within    the    central    office    to    those    divisions    responsible 
for  major  agency  initiatives;  and 

o    maintain  or  improve  upon  previous  performance. 

The  best  example  of  the  impact  of  office  automation  technology  is  the 
payroll/personnel  unit  within  the  Division  of  Administration.  This  unit, 
which  performed  routine  paper  intensive  functions  had  traditionally  relied 
upon  manval  processing  and  volumes  of  paper  files.  In  FY85,  having 
operated  for  slightly  more  than  six  months  under  the  state's  new 
computerized  Personnel  Management  Information  System  (PMIS),  and  with 
the  introduction  of  several  personal  computers,  it  was  determined  that 
through  reorganization  the  staffing  level  in  the  Personnel/Payroll  unit 
could  be  reduced  by  more  than  70%.  These  reductions  have  been 
accomplished.  Today,  fewer  than  20  staff  work  in  Payroll  and  Personnel, 
down  from  its  FY84  and  FY85  level  of  75. 

F.  The  Central  Office  Operation 

Prior  to  FY83,  the  role  of  the  central  office  in  providing  services  and 
benefits  to  clients  was  inadequately  defined.  To  a  significant  extent,  due 
to  a  lack  of  clearly  defined  goals  and  objectives  and  the  absence  of  a 
formal  accountability  system  for  senior  managers,  the  Department's  central 
office  was  not  providing  the  needed  direction  and  support  for  agency 
operations,  and  local  office  activities,  the  core  of  the  agency's  operations, 
received   inadequate    support.      To   improve   performance   in   the   central   office 
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and  to  establish  clearly  the  role  of  the  central  office  operation  as  support 
for  the  field  operation,  the  Department  in  FY83  implemented  several 
specific  initiatives  each  of  which  proved  highly  effective. 

To  improve  performance  and  managerial  accountability,  the  agency's  top  10 
goals  are  now  annually  established  by  the  Commissioner  in  consultation  with 
senior  managers.  These  goals  are  clearly  articulated,  their  relationship  to 
the  Department's  field  operation  is  defined,  and  they  serve  to  direct  and 
focus  agency  activities.  The  "List  of  Ten"  helps  ensure  that  the  agency 
meets  its  responsibility  to  clients  and  taxpayers  in  that  it: 

o    sets  specific  goals; 

o    helps  define  the  activities  required  to  achieve  those  goals;  and 

o    establishes  the  performance  by  which  senior  managers  are  evaluated. 

Prior  to  FY83  evaluation  of  managerial  performance  had  not  always  been 
regular  or  formal.  The  absence  of  clearly  defined  goals  and  objectives  to  a 
large  degree,  prevented  the  agency  from  holding  managers  accountable  for 
performance.  Currently,  however,  with  goals  and  objectives  clearly  defined 
and  articulated,  with  managers  having  been  provided  sufficient  direction 
from  senior  managers,  all  agency  managers  understand  that  they  are 
accountable  for  performance.  For  example,  establishing  savings  and  revenue 
as  a  high  priority  means  that  senior  managers  know  that  failure  to  meet 
objectives  related  to  achievement  of  savings  and  revenue  goals  could  effect 
their  performance  evaluations  and  continued  employment. 

Listed  below  are  the  agency's  FY88  goals  -  "The  List  of  Ten."  This  is 
followed  by  a  brief  description  of  the  responsibilities  of  each  central  office 
division  in  achieving  agency  goals. 


FY88  GOALS 

Case  Management  (Out  of  Poverty) 

-  ET  =  14,000  quality  job  placements  (AFDC  =  12,000,  GR  =  1,400,  FS 
600) 

-  Non  ET  =   14,000  direct  job  placements 

-  Child  Support   =   7,000  quality  direct  payments 

-  Health  Choices   =   30,000  enrollees 

-  Housing  =   2,000  permanent  housing  placements 

-  Compassionate  Service  Delivery  to  Clients 

Medicaid  Provider  Management  (Cost-Savings) 

-  Nursing  Home   =   S549.0M 

-  Hospital  (Inpatient  and  OPD)   =   S422.4M 

-  Chronic  Hospital  «=   S164.0M 

-  Pharmacy  «   S89.0M 

-  Physician  =   $77.5M 

-  Community  Long-Term  Care  =   S67.1M 
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-  Mental  Health/Mental  Retardation  =  S56.0M 

-  Dental  =   $243M 

-  Other  Services  =  $78.1M 

-  Total  =  $1^27M 

3.  Health  Care  Management 

-  Long-Term  Care  Plan/Elderly  Choices 

-  Eligibility  Redetermination 

-  Utilization  Review 

.     Privatization    Health    Insurance    Model    (Dental,    Lab,    Pharmacy,    DME, 
Transportation  Contracts) 

-  High  Risk  Population 

-  AIDS 

4.  Homeless  Management 

-  350  families  in  hotel/motels 

-  Move  250  families  from  hotel/motels  to  emergency  shelters 

-  75  shelters 

-  EA  Expenditures  ($34M) 

-  Health  Care 

-  ET 

5.  Computer  Systems  Management 

-  Easy  Access  to  Systems  (EAS) 

-  Massachusetts  Public  Assistance  Control  System  (MPACS) 

-  Smartcard 

-  Office  Automation 

Medicaid  Management  Information  System  (MMIS) 

-  Maintenance  of  current  systems 

6.  Contract  Management 

-  Financial  and  Compliance  Audits  (375) 

-  Audits  Resolved  (70) 

-  LOQC  (ET) 

-  MPACS  Lawsuit 

-  MMIS  Rebid 

7.  Error  Rate  Management 

-  AFDC  =  3% 

-  MA  =  3% 

-  FS   =   5% 

-  GR  =  5% 

8.  Personnel  Management 

-  Training  (Case  Management,  ET  Contractors,  Computers) 

-  Reduce  Central  Office  Staff 

-  Increase  Local  Office  Staff 

-  Move  200  "03s"  to  "02s" 

-  Implement  Career  Ladder 

-  Reduce  Sick  Leave  from  10  to  8  Days  per  Employee 

9.  Revenue  Management 

-  Increase  Federal  Revenue  (Systems,  ET,  EA)   =  Sl.lB 

-  Finance  Collections/Savings  =   $45M 
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10.        Affirmative  Action  Management 

-  Women   =   53% 

-  Minorities   =   22% 

-  Vietnam-era  Veterans   =  5% 

-  Handicapped  =  3.5% 


387 


Division 


FY88  Resppnsihilififx 


Administration 


o  Managing  on-going  training  programs,  including  preparing 
for  the  implementation  of  EAS/MPACS  Phase  TH 

o  Retrofitting  all  local  offices  4n  preparation  for  EAS/MPACS 
Phase  m  terminal  installation 

o  Reducing  and  maintaining  sick-time  to  an  average  of  eight 
or  fewer  days  annually 

o  Developing  and  maintaining  a  personnel  information  and 
recruiting  system,  and  maintaining  adequate  staffing  levels 
in  local  offices 

o  Upgrading  and  installing  modern  telecommunication  systems 
in  local  offices  designed  to  improve  clients'  ability  to  access 
workers  and  improve  employee  working  conditions 

o  Developing  methods  to  evaluate  and  assess  all  facets  of 
work  design,  including  work  simplification  strategies 

o  Managing  agency  payrolls,  office  space,  printing,  equipment, 
supplies,  and  other  support  activities 

o  Consolidating  and  reducing  the  number  of  reports  used  and 
transported  to  the  local  offices 

o  Upgrading  local  offices  to  improve  working  conditions 


Affirmative  Action 


o  Achieving  affirmative  action  goals  through  the  employment 
of  women  (53%)  and  minorities  (22%) 

o  Assisting  the  Department  in  reaching  its  Affirmative  Action 
goals  for  the  Handicapped  (3.5%)  and  Vietnam-Era  Veterans 
(5.0%) 

o  Informing  and  educating  all  staff  on  the  needs  of 
handicapped  employees  and  clients  through  aggressive 
awareness  programs 


Budget  and  Cost  Control     o    Preparing    and    explaining    the    agency's    budget    request    and 

spending  plans 

o  Managing   a  system   of  operating  budgets  for  agency  divisions 
and  programs 

o  Developing    (with    other    divisions),    monitoring,    and    analyzing 
agency  savings  and  revenue  initiatives 

o  Monitoring    and    analyzing    operating    expenditures,    program 
spending,  and  caseload  trends 
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Division 


FY88  Reifp^sihflitM1* 


Case  Management 


o  Determining    eligibility    and    providing    client    services    for    all 
cash  and  medical  assistance  programs 

o  Managing  over  60  local  offices 

o  Maintaining    low    error    rates    of   3.0%    for    AFDC,    1.0%    for 
Medicaid,  and  5%  for  Food  Stamps  and  General  Relief 

o  Moving    clients    out    of   poverty    and    off   welfare   through    the 
Case  Management  service  delivery  system 

o  Assisting    in    the    installation,    preparation,    and    implementation 
of  EAS/MPACS  Phase  m 


Elderly  Choices 


o  Developing  and  implementing  an  Elderly  Choices  program 
designed  to  provide  adequate  and  appropriate  health  services 
to  the  elderly 

o  Improving  the  quality  and  cost-effectiveness  of  services  for 
the  elderly  by  providing  local,  community-based  services  in 
conjunction  with  long-term  care  facilities 


Employment  and  Training      o  Providing   quality  jobs   for   14,000   new  ET   participants   paying 

at  least  $5  per  hour 

o  Increasing  the  number  of  Hispanic  priority  job  placements 

o  Providing    additional    skills    training    and  job    placements    in 

high    wage    health    care    occupations,  including    medical 

technicians,    licensed    practical    nurses,  and    patient    care 
assistants,  paying  $8-$10  per  hour 

o  Providing  intensive  job  placement  services  to  applicants  who 
have  been  on  welfare  before,  but  have  never  gone  through 
ET,  so  as  to  prevent  the  need  to  return  to  welfare 


External  Affairs 


o  Coordinating  marketing  and  outreach  efforts  for  the 
agency's  programs  and  services  ~  ET,  Project  Good  Health, 
Child  Support,  Health  Choices,  and  Elderly  Choices 

o  Developing  Case  Management  marketing  and  information 
guides  for  distribution  to  local  offices,  clients,  and 
community  businesses 

o  Developing  local  office  audiovisual  communications  to  inform 
clients  of  the  agency's  programs  and  services 
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Division 


FY88  Responsibilities 


o  Monitoring  federal  legislative  and  regulatory  actions 
affecting  Department  programs,  and  securing  continued 
funding  for  the  Employment  and  Training  program 

o  Assisting  in  securing  federal  financial  participation, 
including  federal  reimbursement  for  EAS/MPACS 


Finance 


o  Collecting  $45  million  in  revenue  recovery  payments, 
primarily  through  recoupment  of  overpayments  to  providers 
and  recipients 

o  Performing  over  375  program,  financial,  and  Department 
contract  audits 

o  Disbursing  and  accounting  for  Department  appropriations 

o  Claiming    federal    reimbursement    totalling  $1,125    billion    on 

programs    and    operating    expenditures,    and  seeking    to    collect 

additional    federal    reimbursement    through  specific    initiatives, 
including  contesting  disallowances 

o  Managing  the  agency's  procurement  and  contracting  system 


Health  Systems  Management  o  Developing   both   short-term    and    long-term    program    policy   to 

ensure    cost-effective,    high    quality    health    care    for    Medicaid 
recipients 

o  Coordinating   Medicaid   policy  with   achieving   over   $49   million 
in  savings  initiatives 

o  Managing    Medicaid     expenditures     and     developing    new 
strategies  for  Medicaid  expenditure  control 

o  Identifying     major     provider-type     policy    initiatives    while 
emphasizing  spending  and  savings  implications 


Hearings 


o  Providing    applicants    and    recipients    with    fair    hearings,    in 
accordance  with  state  and  federal  regulations 

o  Continuing   to   improve    the    timeliness   in   which   decisions    are 
issued  for  full  and  expedited  hearings 


Housing 


o  Managing  over  80  shelters  across  the  state 

o  Continuing  to  place  homeless  families  in  permanent  housing 

o  Moving   250   families   from   hotels   and   motels   into   emergency 
shelters 
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Division BBS  EgBBB^^fe       1_ 

Legal  Affairs  o  Preparing    and     monitoring    legal    work    critical    to    the 

achievement  of  Finance  collections  and  Medicaid  savings 

o  Supporting  procurements  and  contracts  for  Smartcard, 
MFACS/EAS,  and  MMIS  rebid 

o  Reviewing  all  proposed  Department  policy  and  contracts  for 
compliance  with  state  and  federal  regulations 

o  Coordinating  the  implementation  of  court  decrees,  and,  in 
cooperation  with  the  Attorney  General's  Office, 
representing  the  Department  in  all  litigation 

o  Supporting  all  contract  and  procurement  activities  for  ET, 
Health  Choices,  and  homeless  services 

o  Working  with  other  divisions  to  identify  and  provide  advice 
on  legal  requirements 

o  Contesting  federal  reimbursement  disallowances 


Medicaid  o  Improving     access     to     health     care,     especially     through 

implementation  of  Health  Choices  for  families  and  children 

o  Generating  ideas  and  managing  initiatives  aimed  at 
controlling  Medicaid  expenditures 

o  Managing  a  provider  enrollment  system  through  the 
maintenance  of  files  and  fee  schedules  and  the  provision  of 
technical  assistance  regarding  billing  problems 


Policy  and  Procedures  o  Developing  a  new  case  management  application 

o  Revising    and    consolidating    frequently    used    policy    forms    to 
reduce  the  number  of  forms  used  by  the  local  offices 

o  Drafting    policy    and    procedures    in    response    to    agency, 
legislative,  and  federal  mandates 

o  Translating    frequently    used    forms    into    Spanish    and    other 
languages 

o  Developing    on-line    capability    to    draft    and    revise    policy 
manuals 

o  Handling  policy  disputes  with  federal  funding  agencies 
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Division 


Prop-am  Assessment 


FY88  Resppngfrflitifis 


o  Measuring    the    error    rate  performance    of   local    offices    and 

preparing    corrective    action  plans    to    maintain    error    rates    at 

or    below    3%    for    AFDC  and    Medicaid    and    5%    for    Food 
Stamps  and  General  Relief 

o  Conducting  utilization  reviews,  which  assist  in  the 
achievement  of  Medicaid  cost  savings  and  improve  provider 
performance 

o  Assisting  in  the  improvement  of  ET  contractor  performance 
to  achieve  14,000  quality  job  placements 


Research.  Planning  and 
Evaluation 


o  Evaluating  the  effectiveness  of  Department  programs,  such 
as  ET  and  Case  Management,  through  regular  evaluations 
and  data  collection 


Systems 


o  Producing  monthly  reports  analyzing  the  Department's 
productivity  and  management  performance 

o  Researching  recipient  characteristics  in  order  to  improve 
the  adequacy  and  cost-effectiveness  of  Department 
programs 

o  Resolving  specific  agency  management  problems  through 
staffing  projections  and  analyses 

o  Operating  and  managing  a  data  processing  system  that 
generates  checks,  policy  change  notifications,  and  other 
information  for  over  500,000  eligible  clients  each  month 

o  Managing  the  development  of  EAS/MPACS  in  the  local 
offices,  and  providing  automated  support  for  Case 
Management,  while  continuing  to  operate  the  agency's 
current  eligibility  systems 

o  Coordinating  the  Department's  access  to  and  use  of  the 
Medicaid  Management  Information  System  (MMIS),  which 
processes,  edits,  and  makes  more  than  $1  billion  in 
Medicaid  provider  payments 

o  Furnishing  Medicaid  providers  with  access  to  updated 
recipient  eligibility  information,  through  the  development  of 
the  Recipient  Eligibility  Verification  System  (REVS),  which 
allows  immediate  verification  of  client  eligibility  prior  to  the 
delivery  of  services 

o  Coordinating    the    use    of    the    Department's    management 
systems     with     state     information     systems,     including 
Massachusetts  Management  Accounting  and  Reporting 
System,    Personnel    Management    Information    Systems,    Special 
Services  Payment  System. 
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Division ; FY88  Resp^pfrilitiex 


o  Procuring,  installing  and  overseeing  the  operation  of 
essential  automated  office  equipment  for  central  and  local 
offices 

o  Designing  and  implementing  office  automation  systems  and 
local  area  networks  for  central  office  divisions 
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THE  FY89  MANAGEMENT  AGENDA 

In  FY89,  the  Management  and  Support  account  will  fund  a  number  of  on-going 
agency  initiatives  —  case  management  training,  increased  finance  collections, 
reducing  further  the  use  of  sick-time,  increasing  accountability,  and  will 
partially  support  other  major  agency  program  initiatives,  including  maintaining 
low  error  rates,  and  office  automation. 

A.  Case  Management  Training 

The  Department  will  continue,  in  FY89,  to  implement  Case  Management  in 
the  local  offices.  To  do  so  will  require  that  training  be  provided  for  the 
2,200  direct  service  staff,  including  supervisors  who  will  be  responsible  for 
the  full  implementation  of  Case  Management,  including  the  elimination  of 
the  distinction  between  intake  and  on-going  workers.  This  change  alone, 
which  will  mean  that  all  workers  will  take  applications  and  determine  initial 
eligibility,  and  will  provide  on-going  case  maintenance,  including  eligibility 
redeterminations,  will  require  that  all  direct  service  workers  be  trained  in 
their  new  roles. 

Training  will  focus  upon: 

o  Interviewing  techniques  and  assessment  skills,  including  how  to 
acquire  and  analyze  information  and  how  to  better  monitor  cases, 
both  of  which  will  strengthen  the  worker's  ability  to  provide  clients 
with  benefits  and  to  assist  them  in  getting  out  of  poverty; 

o  In-depth  knowledge  about  housing  and  homelessness  prevention 
services,  Employment  and  Training  Choices,  Health  Choices  and  Child 
Support  services.  In  that  direct  service  workers  are  the  clients'  link 
to  receiving  out  of  poverty  services,  it  is  critical  that  these  workers 
be  trained  fully  in  all  Department  programs  and  services. 

B.  Increased  Finance  Collections 

In  keeping  with  the  Department's  efforts  to  offset  increased  costs  with 
savings,  revenue,  and  collections,  the  Department  is  proposing  to  generate 
an  additional  $5  million  in  Finance  collections  in  FY89.  This  will  be 
accomplished  primarily  by  increasing  the  number  of  vendor  and  provider 
audits.  In  FY88,  the  Department  will  conduct  over  350  audits.  In  FY89 
auditors  will  continue  to  perform  program  and  financial  audits  of 
Department  contractors,  such  as  health  providers  and  ET  contractors,  to 
ensure  compliance  with  regulations,  to  review  program  performance,  and  to 
ensure  that  services  are  being  delivered  in  the  most  cost-effective  manner. 

C  Managing  Sick-Time  Use 

The  Department  anticipates  that  its  FY88  goal  of  reducing  sick-time  use  by 
20%  will  be  achieved.  In  FY89,  management  of  sick-time  usage  will 
continue  to  be  an  agency  priority,  and  managers  will  continue  to  be  held 
responsible  for  reducing  and  maintaining  sick-time  to  an  annual  average  of 
eight  days  or  less  per  employee.  The  reduction  in  sick-time  contributes 
directly  to  the  agency's  on-going  effort  to  increase  the  productivity  of  its 
workforce. 
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D.  Performance  Fvahiatinn  To  Promote  Accountability 

In  FY89,  the  Department  will  continue  to  hold  managers  and  staff 
accountable  for  performance  through  the  use  of  the  Performance 
Management  System  for  manager  and  the  Employee  Performance  Review 
System  for  staff.  Regular  and  timely  reviews  of  performance  will  enable 
the  Department  to: 

o    coordinate  the  efforts  of  managers  and  staff  in  meeting  agency  goals; 

o  increase  management  accountability  for  the  attainment  of  agency 
goals;  and 

o  provide  all  staff  with  regular  and  formal  assessments  of  their 
performance,  which  helps  -improve  employee  morale,  increases 
productivity,  helps  determine  what  sort  of  training  is  needed,  and 
serves  as  a  guide  in  terms  of  employee  development. 

In  addition,  to  funding  directly  she  initiatives  outlined  above,  staff  and 
support  resources  funded  irom  ibk  account  will  contribute  to  other  agency 
initiatives,  including: 

o  Maintaining  Low  Error  Rates.  The  Department  currently  has  record  low 
error  rates  in  AFDC  and  Medicaid  of  2.9%,  and  1%,  respectively  -  both 
of  which  are  below  federal  sanction  levels  of  3%  —  and,  for  the  first 
time  in  the  agency's  history,  the  Food  Stamp  error  rate  has  been 
reduced  to  the  federal  sanction  level  of  5%.  In  FY89,  this  account  will 
partially  support  the  effort  to  maintain  low  error  rates,  avoiding  $50 
million  in  potential  federal  sanctions.  This  will  mean  that  local  office 
direct  service  workers  will  need  the  support  resources  to  implement  Case 
Management,  while  continuing  to  do  timely  and  accurate  redeterminations 
and  all  required  case  maintenance  activities. 

o  Office  Automation.  While  the  majority  of  the  agency's  systems 
initiatives  are  funded  from  the  Systems  account,  4400-1010  and  the 
MPACS  account  4400-1016,  this  account  will  partially  fund  the  on-going 
effort  to  improve  productivity  through  office  automation.  In  FY89, 
funding  in  this  account  will  support  the  office  automation  projects 
scheduled  for  the  Finance,  Legal,  and  Hearings  divisions.  In  Finance, 
for  example,  upgrading  the  current  computer  technology  will  allow  for 
the  complete  automation  of  more  than  100,000  files,  many  of  which 
represent  untapped  sources  of  revenue  to  which  the  Commonwealth  is 
entitled. 


395 


FY89  RECOMMENDATION 

Subsidiary Component FY89  Request 

01  Personnel  $21,751,695 

Personnel  costs  in  this  subsidiary  reflect  funding  for  759  FTE's  which  includes 
the  cost  of  50  (03)  staff  who  were  converted  to  state  positions  in  FY88,  and 
96  Excess  Quota  (EQ)  positions  proposed  for  conversion  to  regular  state 
positions  in  FY89. 

03  Contract  Services  $1^48,000 

This  subsidiary  funds  the  costs  of  critical  services  provided  by  contractors. 
Contracting  for  these  services  is  a  cost-effective  alternative  to  the  hiring  of 
permanent  state  staff.  Services  include  security  guards,  janitors,  auditors, 
hearings  officers,  mail  house  services,  translators  and  professional  trainers. 

06  Housekeeping  Supplies  and  Expenses  $31^95 

This  subsidiary  funds  the  cost  of  housekeeping  and  janitorial  supplies  for  the 
Department's  central  office  and  over  60  local  offices. 

08  Fuel  $804,901 

This  subsidiary  funds  the  costs  of  fuel  for  the  three  city  of  Boston-owned 
local  offices  as  well  as  electricity,  gas,  and  water  for  most  of  the 
Department's  60  local  offices. 

10  Travel  $501^23 

This  subsidiary  funds  out-of-state  travel  expenses  including  fares,  hotels,  and 
meals.  More  than  80%  of  these  funds  cover  in-state  travel  expenses  for  local 
office  workers  traveling  to  training  courses,  auditors  performing  local  office 
quality  control,  travel  by  housing  search  staff,  and  travel  for  hearings 
officers.  The  Department  reimburses  private  auto  mileage  at  $.22/mile  and 
pays  for  gasoline  for  state  cars. 

11  Advertising  and  Printing  $149350 

This  subsidiary  funds  the  cost  of  advertising  Department  procurements, 
employee  recruitment,  and  requests  for  office  space.  It  also  covers  the  cost 
of  printing  all  of  the  Department's  forms,  legal  notices,  as  well  as  printing 
provided  by  outside  services,  including  the  cost  of  blueprints,  photostats, 
binding  and  paper.  The  Department  annually  prints  over  80,000  case 
management  applications,  over  75,000  Medicaid  applications,  and  over  150,000 
AFDC  redetermination  forms. 
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12  Maintenance  $237380 

This  subsidiary  funds  the  costs  of  maintenance  contracts  for  the  repair  of 
local  and  central  office  equipment,  such  as  photocopiers  and  computer 
equipment. 

13  Special  Supplies  and  Eapcnses  $399,114 

Funds  in  this  subsidiary  cover  the  costs  of  training  for  over  4,000  central  and 
local  office  employees,  tuition  reimbursement  for  work-related  courses,  annual 
unemployment  compensation  charges,  moving  costs,  storage  costs,  procuring 
evidence,  and  legal  fees. 

14  Office  Administration  Eapcnses  $5,992,614 

This    subsidiary    funds    the    Department's  entire    telecommunications    system, 

postage,    office    supplies,  and    copier   supplies  and   paper,    for    all    of  central   and 

local  offices,  all  of  which  are  critical  to  the  daily  operation  of  the 
Department. 

15  Equipment  $194,020 

In  FY89,  funds  in  this  subsidiary  will  be  used  to  continue  automating  central 
office  divisions,  Hearings,  Finance  and  Legal,  through  the  installation  of  Local 
Area  Networks  (LANs). 

16  Rental  $5,063,535 

This  subsidiary  funds  central  office  space  rental  charges,  cost-effective  Tax 
Exempt  Lease  Purchase  (TELP)  agreements  for  telephones,  and  the  rental  and 
lease-purchase  of  over  200  photocopiers  located  in  the  Central  office  and  more 
than  60  Local  offices. 


Total  FY89  Request  $37,073,427 
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JHFDICAI.  ADMINISTRATION  (440Q-10ttfi 


FY86  EY£Z  EX&  FY89  Reonest 


Expcnditures\ 

Appropriations  $4,956,809  $16,125,000  $18,053,653  $20,050,001 


*Prior  to  FY87,  many  of  the  functions  now  funded  out  of  this  account  were 
funded  out  of  the  Contract  Operations  and  Management  and  Support  accounts. 


The  Medical  Administration  account  funds  the  personnel,  contract  and  support 
expenses  essential  to  managing  the  Medicaid  program.  These  resources  are 
critical  to  the  high  quality,  cost-effective  health  care  the  Department 
purchases  for  the  Commonwealth's  elderly,  disabled,  and  low-income  residents. 
Consistent  with  general  trends  in  the  health  care  industry,  Medicaid  spending 
has  increased  and  is  projected  to  be  approximately  $1.6  billion  in  FY89.  By 
controlling  costs  and  developing  an  aggressive  savings  agenda  that  has  saved 
$288  million  between  FY83-FY87,  the  Department  has  been  able  to  finance 
initiatives  to  meet  critical  health  care  needs  of  the  poor. 

Prior  to  FY87,  many  of  the  functions  now  funded  out  of  the  Medical 
Administration  account  were  funded  out  of  the  Contract  Operations  and 
Management  and  Support  accounts.  In  FY87,  the  Department  began 
consolidating  program  management,  administrative,  and  savings  activities  for 
Medicaid  into  one  account.  This  consolidation  has  enabled  the  Department  to 
concentrate  the  resources  in  the  Medical  Administration  account  on  an  annual 
savings  and  expenditure  control  agenda,  innovative  program  management, 
efficient  resource  allocation,  and  improved  staff  productivity.  The  major 
Department  priorities  and  achievements  supported  by  this  account  are: 

o    Sayjng§  and  Expenditure  Control: 

Medicaid   savings   have   grown   from    $32   million   in   FY83   to   $288   million 
in  FY87  —  a  ninefold  increase. 

o    Access  to  Health  Care  and  Provider  Services: 

6300   new  providers   have   enrolled   in   the   Medicaid   program,   from   22,670 
in  FY85  to  over  29,000  in  FY88. 
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o    Health  Choices  Program  Frpan^on- 

Managed  care  providers  (HMOs,  Community  Health  Centers  etc.) 
participating  in  Medicaid  increased  from  five  in  FY86  to  twenty-two  in 
FY88;  recipients  enrolled  in  managed  care  increased  from  approximately 
5,000  in  FY86  to  over  20,000  in  FY87,  with  a  goal  of  30,000  by  the  end 
of  FY88. 

O     Long  Term    Cjgfi   ManapMn^nf 

Long-term  care  programs  such  as  the  Administrative  Dav  project,  which 
helped  to  place  over  2,000  patients  in  nursing  homes  as  an  alternative  to 
more  expensive  and  less  appropriate  hospital  settings  have  been 
implemented. 

In  FY89,  the  Department  will  continue  utilizing  the  resources  in  the  Medical 
Administration  account  to  support  these  management  priorities,  particularly  the 
strong  fiscal  management  of  the  Medicaid  program  that  has  been  a  high 
Department  priority  over  the  past  four  years.  These  management  initiatives 
are  discussed  in  greater  detail  below. 


SAVINGS  AND  EXPENDITURE  CONTROL 

In  1979,  the  Department  initiated  a  Medicaid  Savings  Agenda,  but  serious 
progress  in  controlling  Medicaid  expenditure  growth  only  began  in  1984,  when 
additional  resources  to  develop  savings  initiatives  became  available.  As  a 
result  of  increased  resources,  combined  with  aggressive  management  and  staff 
redeployment,  average  annual  growth  in  Medicaid  spending  was  slowed  to  7.6% 
between  FY83  and  FY87,  compared  to  a  10%  annual  growth  between  FY74  and 
FY82. 

The  Department  achieved  this  reduction  in  expenditure  growth  by: 

o    enhancing  traditional  third  party  liability  and  provider  review  programs; 

o    developing     and     managing    integrated     utilization     control     programs 
patterned  after  programs  in  the  private  insurance  industry;  and 

o    implementing    MMIS    and    enhancing    the    system    through    new   checks    and 
edits. 

The  increasing  savings  that  have  resulted  from  these  efforts  are  illustrated  on 
the  following  page. 
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The  chart  below  summarizes  the  total  staff  funded  from  this  account  and 
assigned  to  each  unit  in  the  Medical  Division,  including  the  contribution  of 
each  unit  to  the  Medicaid  Savings  Agenda  through  FY88. 


MEDICAL  ASSISTANCE  DIVISION 

FY82-FY88 

Units 

Employees 

Savings* 

Long  Term  Care/Elderly  Choices 

80 

$23M 

Program  and  Policy  Development/ 

40 

$73M 

Health  Choices 

Cost  Control 

11 

$12M 

Operations/Provider  Relations 

80 

$95M 

Provider  Reviews 

104 

$53M 

Third  Party  Liability 

63 

$82M 

Adm. /Human  Resources 
TOTALS 

_22 
423 

S338M 

*  Continuing  and  new  initiatives. 
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In  FY89,  the  Department  will  continue  to  review  utilization  of  Medicaid 
reimbursable  services  and  target  the  most  appropriate  control  programs  to 
these  services.  This  integrated  utilization  control  effort  will  be  comprised  of 
a  number  of  specific  initiatives.     The  most  significant  are  described  below. 

Third  Party  liability 

A  third  party  is  any  individual,  institution,  corporation,  or  public  or  private 
agency  that  is  liable  for  all  or  part  of  the  medical  cost  of  injury,  disease,  or 
disability  of  a  Medicaid  recipient.  Both  federal  and  state  Medicaid  regulations 
require  providers  to  bill  all  other  available  sources  of  payment  for  recipients' 
care  before  billing  the  Department.  Medicaid  is,  therefore,  the  payer  of  last 
resort  An  estimated  34%  of  Massachusetts  Medicaid  recipients  have  some  form 
of  health  insurance  coverage  through  Medicare,  Medex,  Blue  Cross,  or  other 
insurers.  However,  there  is  no  centralized  way  to  identify  which  clients  have 
coverage  or  what  coverage  they  have. 

The  Department,  with  support  from  the  Legislature,  has  established  a  Third 
Party  Liability  Unit  (TPLU)  to  maintain  and  expand  TPL  information.  TPLU 
staff  has  full  responsibility  for  the  identification,  verification,  and  storage  of 
insurance  information  for  the  entire  Medicaid  population.  The  TPLU  generates 
savings  for  the  Department  in  two  ways. 

o  Collections.  The  TPL  unit  seeks  to  collect  refunds  from  providers  and 
other  insurers  after  services  are  delivered  for  claims  the  Department  has 
already  paid,  but  for  which  other  insurers  were  legally  responsible. 

o  Identifications.  The  unit  achieves  savings  by  identifying  recipients  with 
third  party  coverage  prior  to  delivery  of  health  care  services.  Studies 
document  that,  on  average,  private  health  insurance  benefit  plans  cover 
$700-800  worth  of  medical  services  annually  for  each  Medicaid  recipient 
covered. 

The  chart  on  the  next  page  illustrates  the  significant  increase  in  total  TPL 
savings,  including  collections  and  identifications,  between  FY83  and  FY87. 


401 


TPL  SAVINGS 

FY83-FY87 


FY83 


FY84 


FY85 
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Because  of  the  success  of  TPL  activities  over  the  last  several  years,  the 
Department  has  already  identified  an  estimated  80%  of  recipients  with  other 
insurance  resources.  It  is,  therefore,  becoming  increasingly  difficult  to  realize 
new  TPL  savings,  since  new  identifications  are  now  being  made  at  a  rate 
close  to  the  rate  at  which  recipients  leave  the  TPL  file  through  case  closings. 
To  achieve  new  savings  in  FY89,  the  Department  will  pursue  four  special 
projects  in  addition  to  those  activities  which  maintain  the  ongoing  TPL  file: 

o    Computer    matches    with    private    insurance    companies    and    credit    bureau 
services; 

o    Agreement    with    the    Department    of   Revenue    Child    Support    Enforcement 
Unit  to  increase  medical  support  orders; 

o    Maximizing    Medicare    coverage    of    long    term    care    stays    (Administrative 
Days  and  related  ancillaries);  and 

o    More    timely    applications    for    veterans    benefits    on    behalf    of    Medicaid 
recipients  residing  in  nursing  homes. 
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Provider  Reviews 

Provider  billing  errors  are  recurrent  problems  for  the  state's  Medicaid  program, 
as  they  are  for  Medicaid  and  other  health  insurance  programs  nationally.  The 
Department,  through  its  Provider  Review  Unit,  seeks  to  control  these  problems 
through  audits  of  provider  financial  and  clinical  records. 

In  FY86  and  FY87,  improvements  in  the  Department's  provider  review 
operations  resulted  in  recoveries  of  over  $13  million  in  FY87.  This  brought 
the  cumulative  total  from  FY83  through  FY87  to  $37  million. 

The  chart  below  illustrates  the  success  of  provider  review  and  audits  since 
FY83. 


PROVIDER  AUDITS 
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The  management  improvements  that  contributed  to  this  success  included: 

o    Modernized  audit  procedures  and  criteria; 

o    Hiring    staff   with    medical    and    financial    expertise    to    conduct    better    and 
more  efficient  audits; 
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o  Shifting  the  emphasis  of  provider  review  activities  from  non-institutional 
to  institutional  providers,  which  represent  almost  90%  of  program 
expenditures;  and 

o  Contracting  with  Certified  Public  Accountant  firms  with  the  expertise  to 
perform  specialized  financial  audits  in  acute  hospitals,  chronic  hospitals, 
and  laboratories. 

-  Full-scope  cost  report  audits  were  conducted  in  hospitals  to 
determine  compliance  with  Rate  Setting  and  Medicaid  billing  regula- 
tions. 

-  Usual  and  customary  charge  audits  were  conducted  in  laboratories 
providing  services  to  Medicaid  recipients  to  ensure  that  billings  to 
Medicaid  reflected  discounts  or  incentives  to  referring  physicians  and 
group  practices. 

In  FY89,  the  Department  proposes  to  continue  specialized  Medicaid  provider 
audits  and  to  expand  to  new  provider  types. 

Prior  Approval /Meffffil  Cjpnsn&ajnj 

The  administration  of  the  Medical  Assistance  program  requires  medical 
consultation  services  from  health  care  professionals  in  such  fields  as  medicine, 
dentistry,  pharmacy,  and  mental  health.  To  monitor  and  control  certain  costly 
services  that  require  prior  approval,  these  consultants: 

o  Review  medical  documentation  for  certain  requested  services,  equipment, 
or  new  technologies  that  are  approved  for  reimbursement  only  under 
limited  circumstances;  and 

o    Make  recommendations  to  approve,  deny,  or  modify  these  requests. 

The  Department  realizes  significant  savings  through  the  prior  approval  process 
since  requests  for  services  can  be  modified  or  denied  based  on  the  judgment  of 
medical  consultants.  These  consultants  help  the  Department  to  ensure  that 
Medicaid  recipients  receive  both  appropriate  and  cost-effective  care. 

Prior  to  FY86,  the  combined  efforts  of  the  Prior  Approval  Unit  and  the 
medical  consultants  achieved  an  estimated  $22  million  in  savings  annually. 
Since  FY86,  the  Department  has  implemented  a  number  of  management  and 
program  initiatives  that  are  projected  to  increase  the  savings  from  the  prior 
approval  process  by  $6  million,  to  an  annual  value  of  over  $8  million  in  FY88. 
These  initiatives  included: 

o  Promulgation  of  outpatient  department  regulations  that  limit  the  number 
of  services  available  over  a  specific  time  period  and  place  prior  approval 
requirements  on  other  services; 

o  Implementation  of  MMIS  enhancements  to  enforce  existing  prior 
authorization  requirements  in  the  mental  health,  dental,  and  therapy 
programs;  and 
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o    Development    of    new    criteria    to    better    determine    the    medical    necessity 
of  high  cost  durable  medical  equipment  and  pharmaceuticals. 

These  savings  are  illustrated  below: 
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In  FY89,  the  Department  plans  to  establish  further  limits  on  misutilization  of 
medical  services  through  service  frequency  limitations  and  additional  prior 
approval  requirements. 

Pn»-Arimi<yion   Screening 

The  goal  of  the  Department's  pre-admission  screening  program  is  to  ensure 
that  medical  and  surgical  services  are  provided  in  the  most  appropriate  and 
cost-effective  setting.  Providers  proposing  acute  hospital  admissions  are 
required  to  contact  the  Department's  contractor  for  screening  before  an 
elective  admission,  or  two  days  after  an  urgent  or  emergency  admission.  Nurse 
reviewers  employed  by  the  contractor  then  evaluate  the  necessity  of  the 
admission  -and  proposed  length  of  stay  by  applying  commonly  accepted 
treatment  plan  criteria.  Cases  in  which  there  is  a  disagreement  with  the 
admitting  provider  are  targeted  for  concurrent  or  immediate  retrospective 
utilization  review.  Reimbursement  is  disallowed  for  portions  of  hospital  stays 
that  are  determined  to  be  not  medically  necessary  through  the  utilization 
review  program. 
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The  pre-admission  screening  program  realizes  savings  at  three  levels: 

o    Fewer  inappropriate  admissions  are  proposed; 

o  Providers  accept  the  nurse  reviewers'  recommendations  to  reduce  a 
length  of  stay  or  select  an  alternative  treatment  setting;  and 

o  Targeted  admissions  and  portions  of  admissions  are  reviewed 
retrospectively  and  disallowed  for  reimbursement  if  found  to  be 
unnecessary. 

Programs  to  control  health  care  utilization  prospectively  are  being 
increasingly  implemented  in  the  private  health  insurance  industry.  Studies 
have  indicated  that  pre-admission  screening  programs  have  produced  successful 
results  in  both  the  private  and  public  sectors.  For  example,  Kentucky 
implemented  a  pre-admission  screening  program  in  1983  and  realized  a  10.6% 
drop  in  admissions  for  Medicaid  recipients  during  the  first  year  of  its  program. 
In  the  private  sector,  Chrysler  claims  its  pre-admission  screening  program  for 
employees  realized  $32  million  in  savings  during  the  first  year  of  the  program. 

The  Department  implemented  its  pre-admission  screening  program  in  FY87. 
Although  the  program  was  in  full  operation  for  only  six  months  and  included 
only  elective  admissions,  it  saved  the  Department  over  $2  million  in  acute 
inpatient  hospital  expenditures.  FY88  savings  are  projected  at  over  $3 
million.  In  FY89,  the  Department  will  expand  the  list  of  admissions  that  will 
be  subject  to  pre-admission  screening,  and  will  refer  more  of  these  admissions 
to  other  programs  such  as  utilization  review  and  high  cost  case  management. 

Department  studies  have  found  that  1%  of  Medicaid  recipients  are  responsible 
for  25%  of  Medicaid  expenditures.  Similar  patterns  are  found  in  the  expendi- 
tures of  private  insurers,  who  have  responded  by  offering  case  management 
services  to  their  beneficiaries.  Case  management  is  the  systematic 
coordination  of  care  for  high  cost  illnesses.  It  involves  assessment  and 
development  of  treatment  plans  that  improve  quality  of  care  and  also  control 
costs.  Two  types  of  illness  benefit  particularly  from  case  management:  sudden 
catastrophic  problems  with  significant  complications  and  long  hospitalization 
episodes;  and  chronic  illnesses  with  repeated  hospitalizations.  In  these  cases, 
cost  of  medical  care  is  controlled  through: 

o  Reductions  in  length  of  stay  in  specialized  units  and  rehabilitation/long 
term  care  units; 

o    Home  health  care  services  in  lieu  of  hospitalization;  and 

o    Decreased  costs  of  equipment  and  supplies. 

In  the  private  sector,  the  average  rate  of  return  among  case  management 
programs  that  cover  a  broad  range  of  diagnoses,  including  psychiatric  condi- 
tions, is  four  dollars  for  every  dollar  spent  on  the  program. 
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In  FY89,  the  Department  is  proposing  to  continue  its  case  management 
program  for  high  cost  hospitalizations.  The  Medicaid  Division  identified  1,640 
individuals  who  had  acute  inpatient  hospital  payments  in  excess  of  $20,000  in 
FY86.  This  program,  which  will  begin  in  FY88,  will  cover  at  least  500  of 
these  cases  in  FY88,  for  projected  savings  of  $2-4  million.  As  the  Department 
gains  experience  with  a  high  cost  case  management  program,  more  of  such 
cases  will  be  targeted  for  participation  in  the  program  before  services  are 
delivered,  (ensuring  that  medical  and  surgical  services  are  provided  in  the  most 
appropriate  and  cost-effective  setting  during  a  catastrophic  illness.  There  will 
be  a  number  of  specific  high  cost  target  populations,  such  as  AIDS  patients 
and  infants  in  neonatal  intensive  care  units,  for  which  the  Department  will 
encourage  care  at  home  and  in  hospices. 

Second  Surgical  Opinion 

The  Massachusetts  State  Legislature  mandated  in  1976  that  the  Department  of 
Public  Welfare  require  a  second  opinion  for  elective  procedures  covered  by  the 
Medicaid  program.  Since  1977,  the  Department  has  operated  a  second  opinion 
program  for  designated  elective  surgical  procedures.  The  program  is  structured 
so  that  physicians  proposing  one  of  these  procedures  must  contact  the 
Department's  contractor  to  arrange  for  a  second  opinion.  Once  the  second 
surgeon  makes  a  determination  on  the  proposed  procedure  (either  confirms  or 
denies  the  need  for  surgery),  the  process  is  completed  and  the  surgery  is 
approved  for  reimbursement  if  it  is  performed. 

In  1978,  the  Department  was  awarded  a  grant  by  the  federal  Health  Care 
Financing  Administration  to  study  the  effects  of  the  second  opinion  program 
on  surgery  rates  and  Medicaid  costs.  This  study  found  that  Medicaid  surgery 
rates  for  procedures  covered  by  the  second  opinion  program  were  reduced  by 
as  much  as  19.7%  statewide.  The  study  also  made  several  recommendations, 
including  centralized  administration  of  the  program,  which  the  Department  has 
adopted  to  improve  the  program's  efficiency.  In  FY89,  the  Department  will 
continue  operating  its  second  opinion  program  for  elective  surgery  and  will 
continue  examining  the  management  of  the  program  to  maximize  its 
effectiveness. 

Utilization  Review 

The  Department's  hospital  utilization  review  program  has  always  involved  on- 
site  visits  by  a  team  of  registered  nurses  and  a  physician  who  examine  a 
sample  of  medical  records  for  medical  necessity  and  appropriateness  of  stay. 
Disagreements  over  the  amount  a  hospital  billed  the  Department  are  considered 
overpayments,  which  the  Department  recovers  after  allowing  hospitals  an 
opportunity  to  appeal  or  negotiate  a  settlement. 

In  FY88,  the  hospital  utilization  review  program  changed  from  an  entirely 
retrospective  focus,  based  on  samples  of  hospital  discharge  data,  to  one  that 
includes: 

o  Ancillary  reviews  (e.g.,  lab  procedures  and  x-rays)  associated  with  a 
hospital  stay.  This  enables  the  Department  to  control  a  larger  portion 
of  hospital  expenditures.  While  most  hospital  stays  are  appropriate, 
some  related  ancillary  treatment  practices  are  not. 
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o  Concurrent  reviews,  performed  during  the  hospital  stay.  These  are  more 
effective  both  clinically  and  administratively.  They  avoid  after-the-fact 
disagreements  and  a  costly  recovery  process. 

The  Department  is  projecting  over  $3  million  in  annual  Medicaid  savings 
through  its  utilization  review  program  in  FY88.  In  FY89,  the  Department  will 
continue  targetting  cases  identified  through  the  pre-admission  screening 
process  so  as  to  mBTimira  the  cost  effectiveness  of  utilization  review. 

Provider  EdnottkB 

Another  initiative  that  has  proven  to  be  a  successful  cost  control  strategy  for 
the  private  insurance  industry  is  provider  education.  The  goal  of  provider 
education  is  to  reduce  excessive  and  inappropriate  delivery  of  services  through 
a  combination  of  education,  monitoring,  and  audits.  This  approach  involves 
analysis  of  provider  treatment  patterns  and  reviewing  a  provider's  claims 
history  after  services  have  been  delivered  to  determine  if  inappropriate 
practice  patterns  exist.  In  FY89,  the  Department  proposes  to  continue  its 
provider  education  initiative  to  include: 

o    Development  of  new  provider  practice  pattern  reports; 

o    The  introduction  of  recipient  education  reports;  and 

o    Use    of    results    from    acute    hospital    reviews    to    target    providers    for 
intervention. 

In  addition,  the  Department  proposes  to  engage  physicians  to  meet  with 
Medicaid  providers  to  discuss  the  medical  necessity  of  certain  clinical 
procedures.  The  use  of  physicians  would  enhance  the  credibility  of  the 
education  effort  and  more  effectively  influence  physician  behavior. 

Health  Systems  Management 

The  Department  has  achieved  much  of  its  savings  successes  in  the  Medicaid 
program  by  implementing  and  enhancing  traditional  payment  recovery  and  cost 
avoidance  programs.  Third  party  liability  and  provider  audits,  explained  in 
the  previous  section  of  this  account  narrative,  are  two  excellent  examples  of 
this  approach.  Initiatives  such  as  these  ensure  that  the  Department  no  longer 
pays  for  services  for  which  Medicaid  is  not  liable. 

Despite  this,  more  remains  to  be  done. 

o  While  the  Department  has  met  with  great  success  in  managing  its  savings 
agenda,  expenditures  have  continued  to  rise. 

o  Even  a  6%  growth  rate  can  mean  over  $85  million  a  year  in  increased 
costs. 

o  The  reduced  growth  rate  that  has  been  achieved  since  FY83  does  not 
necessarily  mean  Medicaid  provider  practice  patterns  and  service  delivery 
models  provide  the  most  efficient  and  highest  quality  care  possible  to  our 
clients. 
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o  Four  critical  factors  currently  exerting  upward  pressure  on  Medicaid 
expenditures  —  provider  rates,  little  control  over  service  utilization, 
substantial  long  term  growth  in  the  elderly  population,  and  expensive 
advances  in  medical  technology  —  require  an  integrated  approach  to 
controlling  Medicaid  spending. 

In  response,  the  Department  has  implemented  health  systems  management,  a 
new  approach  to  improving  management  of  the  Medicaid  program  and 
controlling  expenditures.  By  setting  spending  targets  by  provider  type,  health 
systems  management: 

o  Restructures  management  of  the  Medicaid  program  to  permit  better 
coordination  of  program  and  reimbursement  policies  with  savings 
initiatives; 

o  Redirects  the  emphasis  of  Medicaid  expenditure  control  from  managing  a 
savings  agenda  alone  to  managing  spending;  and 

o  Focuses  attention  on  fundamental  factors  that  exert  upward  pressure  on 
Medicaid  expenditures  in  each  provider  area. 

Provider-type  management  of  Medicaid  expenditures  is  a  more  precise  approach 
to  managing  the  largest  single  item  in  the  state  budget.  In  FY87,  partly  in 
response  to  the  Department's  new  management  emphasis,  the  Legislature 
established  eleven  separate  appropriation  accounts  for  the  major  provider  types 
within  the  Medical  Assistance  program.  These  are:  Acute  Inpatient  Hospital, 
Skilled  Nursing  Facility,  Intermediate  Care  Facility,  Chronic  Hospital,  Acute 
Outpatient  Hospital,  Pharmacy,  Physician,  Dental,  Home  Health,  Mental  Health, 
and  Other  Non-Institutional  services. 

To  implement  health  systems  management,  the  Department  has  assigned 
specialists  to  each  provider  type  to  analyze  the  complex  factors  that  influence 
expenditure  growth  in  each  area  and  to  coordinate  and  plan  managment 
initiatives  to  control  costs.  In  practice,  specialists  with  a  high  level  of 
medical,  fiscal  and  technical  expertise  combine  their  knowledge  of  a  specific 
provider  type  with  a  broad  overview  of  Medicaid  and  the  general  health  care 
industry.  In  each  area  of  expertise,  these  health  systems  managers  are 
responsible  for  working  with  provider  associations,  state  and  federal  agencies 
and  Department  staff  to: 

o  Produce  and  analyze  new  managment  information  reports  to  identify 
problem  areas  and  solutions; 

o  Identify  major  policy  intiatives  as  well  as  their  spending  and  savings 
implications;  and 

o    Develop  new  strategies  for  expenditure  control 

The  expertise  that  health  systems  managers  provide  allows  the  Department  to 
do  more  than  simply  react  to  the  factors  that  exert  upward  presssure  on 
Medicaid  expenditures.  Managers  are  able  to  anticipate  more  effectively 
specific  developments  that  affect  Medicaid  spending  and,  therefore,  design 
management  strategies  that  can  alleviate  their  impact. 
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APTFSS  TO  HEALTH  CARE  AND  PROVIDER  SERVICES 

The  Department  is  responsible  for  ensuring  that  elderly,  disabled,  and  low- 
income  Medicaid  recipients  receive  the  health  care  services  they  need  and  are 
entitled  to.  Adequate  access  to  health  services  demands  sufficient  provider 
enrollment  in  the  Medicaid  program,  which  depends  to  a  great  extent  on  the 
effecient  management  of  the  program's  day-to-day  activities.  Physicians, 
dentists,  and  other  office-based  providers,  for  whom  Medicaid  may  often  be 
only  a  small  portion  of  their  practice,  respond  more  positively  to  a  well- 
managed  Medicaid  program.  Therefore,  crucial  to  the  goal  of  recipient  access 
to  health  care  in  convenient  and  cost-effective  settings  is  effeciency  and 
effectiveness  in: 

o    Maintaining     provider     enrollment     files,     regulations,     and    billing 
instructions; 

o    Approving  Medicaid  provider  applications;  and 

o    Working    with    provider    associations    and    individual    providers    to    resolve 
provider  issues. 

The  provider  relations  unit  maintains  provider  enrollment  files  and  fee 
schedules  and  provides  technical  assistance  to  providers  and  the  Department's 
claims  processing  agent  regarding  billing  problems.  Staff  also  work  with 
providers  to  resolve  problems  that  discourage  participation  of  critical  providers 
in  the  Medicaid  program.  Additionally,  staff  develop  and  update  regulations 
governing  policy  and  billing  regulations  and  certify  providers  for  participation 
in  Medicaid. 


HEALTH  CHOICES  PROGRAM  EXPANSION 

In  FY87,  the  Department  began  the  Health  Choices  program  in  an  effort  to 
restructure  the  existing  Medicaid  program  from  a  predominantly  fee-for- 
service  system  without  incentives  to  control  costs  or  ensure  appropriate 
utilization  of  health  care  services,  to  a  system  that  emphasizes  managed  care 
and  better  ensures  comprehensive,  high  quality,  cost-effective  health  care. 
During  FY88,  with  legislative  support  and  through  the  resources  provided  in 
this  account,  the  Department  has  continued  to  expand  and  enhance  the  Health 
Choices  managed  care  program. 

In  FY88,  the  Health  Choices  program: 

o    will  have  enrolled  a  total  of  30,000  recipients; 

o    has    signed    contracts    with    all    20    Health    Maintenance    Organizations 
(HMOs)  serving  Massachusetts  residents; 

o    negotiated    risk-based    contracts    with    community    health    centers    for    the 
second  year  of  the  Prepaid  Medical  Care  Program; 

o    expanded    the    education    and    marketing    function    to    all    local    welfare 
offices;  and 
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o  completed  negotiations  with  the  Neighborhood  Health  Plan  (NHP),  a  new 
HMO  that  will  sub-contract  with  community  health  centers. 

During  FY89  the  Health  Choices  program  will: 

o    have  enrolled  a  total  of  50,000  recipients; 

o  expand  the  capacity  of  community-based  managed  care  in  the  city  of 
Boston  through  the  Neighborhood  Health  Plan  (NHP); 

o  further  control  managed  care  expenditures  through  a  fully  capitated 
contract  with  the  NHP; 

o  consider  selective  contracting  with  HMOs  that  are  found  to  be  the  most 
efficient  in  delivering  quality  health  care  services;  and 

o  implement  a  preferred  physician  plan  of  coordinated  care  through 
physicians  in  private  practice. 

LONG  TERM  CARE/MANAGEMENT 

One  of  the  most  serious  problems  confronting  both  the  Commonwealth  and  the 
Medicaid  program  is  how  to  provide  affordable,  high  quality  care  to  an 
increasing  growing  elderly  population.  The  Department's  goal,  consistent  with 
overall  state  policy,  is  to  ensure  that  elderly  individuals  are  treated  at  all 
times  with  dignity  and  can  live  in  the  least  restrictive  possible  setting 
consistent  with  their  social  and  medical  needs.  Accordingly,  for  FY89,  the 
Department  is  proposing  to  better  manage  services  for  elders  through  an 
Elderly  Choices  program.  This  account  funds  the  staff  and  resources  for  the 
Elderly  Choices  program,  including: 

o  The  staff  who  are  responsible  on  a  day-to-day  basis  for  arranging  an 
appropriate  level  of  support  for  elderly  clients  in  need  of  longterm  care 
so  that  clients  who  do  not  need  institutional  care  can  remain  in  the 
community;  and 

o  Staff  and  other  costs  associated  with  the  Department's  effort  to 
develop  more  cost-effective  ways  of  serving  the  elderly  in  the  future. 

The  goals  of  the  Elderly  Choices  program  are  to: 

o  Coordinate  existing  services  to  help  frail  elders  remain  in  their  homes 
whenever  possible; 

o    Assure  the  appropriate  level  and  high  quality  of  institutional  care;  and 

o    Make  care  more  affordable  for  both  clients  and  the  Department 

Examples  of  specific  initiatives  in  the  general  areas  of  institutional  (nursing 
home  and  chronic  hospital)  and  noninstitutional  (community-based)  services  are 
discussed  below.  For  a  more  detailed  discussion  see  the  section  on  Elderly 
Choices  in  the  Medicaid  program  narrative. 
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The    goal    of    the    institutional    services    component    of    Elderly    Choices    is    to 
ensure  that: 

o    nursing  home  placements  are  made  at  the  appropriate  level  of  care; 

o  patients  are  placed  into  nursing  homes  only  when  continued  residence  in 
the  community  is  not  possible;  and 

o    nursing  home  care  is  of  high  quality. 

This  is  accomplished  through  such  programs  as: 

o  Preauthorization  of  long  term  care  services.  Currently,  every  Medicaid- 
eligible  elderly  person  who  is  seeking  placement  in  a  nursing  home  is 
assessed  by  the  Department's  Long  Term  Care  Connection  (LTCC)  staff 
to  determine  the  need  for  institutionalization.  Private  pay  patients  who 
anticipate  that  they  might  become  Medicaid-eligible  can  also  receive  pre- 
screening  from  the  LTCC's  nurses.  This  screening  succeeds  in  diverting 
about  10%  of  would-be  nursing  home  entrants  to  community  care. 

o  Reduction  in  Administratively  Necessary  Davs  (ADs).  Recuperating 
patients  who  have  been  treated  in  acute  or  chronic  care  hospitals  and 
who  would  not  remain  there  if  nursing  home  beds  were  available  are  said 
to  be  in  the  hospital  on  an  Administratively  Necessary  Day  (AD)  basis. 
Historically,  it  has  been  difficult  to  place  such  patients  in  nursing  homes 
because  of  the  shortage  of  nursing  home  beds  and  the  high  intensity  of 
care  that  these  patients  require.  Keeping  them  in  hospitals  is  both 
medically  inappropriate  and  costly.  The  Department  is  addressing  this 
problem  with  three  strategies: 

-  First,  it  will  continue  to  offer  financial  incentives  to  those 
nursing  homes  which  accepted  AD  patients  in  FY87; 

-  Second,  it  will  pursue  selective  contracting  with  nursing  homes 
that  will  provide  beds  for  heavy-care  patients,  e.g.,  ventilator 
dependent  patients,  who  are  currently  cared  for  in  acute  and 
chronic  hospitals; 

-  Third,  in  FY89  the  Department  will  continue  developing 
prospective  reimbursement  of  nursing  homes  according  to  the  case 
mix  of  their  patients,  which  will  offer  higher  rates  for  heavier 
care  AD  patients. 

Since   1986,   the   Department   has   helped   to   place   over  2,000   patients   in  nursing 
homes  as  an  alternative  to  more  expensive  and  less  appropriate  settings. 
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The   Department's   goals   for   the   noninstitutional   services   in   Elderly   Choices   are 
to: 

o  Ensure  that  providers  have  incentives  to  provide  preventive  care  by 
developing  capitated  payment  mechanisms; 

o  Ensure  that  clients'  needs  are  met,  as  inexpensively  as  possible,  through 
the  use  of  case  management;  and 

o    Coordinate  services  through  case  management  so  as  to  avoid  duplication. 

This  is  accomplished  through  such  programs  as: 

o  Prior  Authorization  of  Community  Based  Services.  In  FY89  the 
Department  will  refine  and  strengthen  its  prior  authorization  of 
community  long-term  care  services  through  a  single  entry  system,  with 
the  goals  of  preventing  premature  institutionalization,  eliminating 
duplication  of  services,  controlling  costs,  and  coordinating  services. 
Initial  and  periodic  screenings  will  be  performed  to  verify  that  the 
services  provided  are  still  needed. 

o  Home  Health.  These  services  are  provided  by  home  health  aides  to 
frail  elders  in  their  homes  who  do  not  need  the  skilled  level  of  care 
provided  by  nurses.  With  a  14%  annual  growth  rate,  home  health  is  the 
most  rapidly  growing  program  in  the  Medicaid  budget.  In  FY89,  the 
Department  will  expand  on  the  pre-authorization  and  utilization  review 
programs  for  this  important  community-based  service,  in  order  to  ensure 
that  the  appropriate  amount  of  service  is  delivered,  and  that  where 
possible,  less  intensive  types  of  care,  such  as  personal  care  attendant 
services  can  be  substituted. 
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FY89  REQUEST 

SnhdHiary Component , FY89  Request 

01  Personnel  $12^77,311 

Personnel  funded  out  of  this  subsidiary  play  a  primary  role  in  implementing  the 
initiatives  on  the  Medicaid  cost  control  agenda.  Personnel  directly 
responsible  for  savings  and  cost  control  projects  are  in  the  Health  Systems 
Management,  Third  Party  liability,  Provider  Compliance  and  Finanldal  Review 
and  the  Long  Term  Care  units.  Personnel  responsible  for  general  operations  of 
the  Medicaid  program,  including  its  efficient  management,  are  in  the  Provider 
Relations  and  Reimbursement  units. 

The  Medical  Administration  account  also  contains  funds  for  the  personnel 
responsible  for  other  major  Department  initiatives,  including  the  development 
of  the  Health  Choices  program,  which  is  an  integral  component  of  the 
Department's  plan  to  improve  Medicaid  program  management.  Through  Health 
Choices,  the  Department  plans  to  restructure  the  existing  Medicaid  program 
from  a  predominantly  fee-for-service  system  to  a  program  that  offers  the 
Medicaid  population  a  choice  of  a  coordinated  health  program,  private  health 
insurance,  or  basic  Medicaid. 

The  FY89  request  for  this  subsidiary  reflects  the  cost  of  423  FTE  positions  in 
the  Medical  Assistance  Program  and  31  FTE  positions  in  Health  Systems 
Management.  This  includes  the  321  (03)  personnel  to  be  converted  to  state 
positions  authorized  in  FY88. 

03  Management  Contracts  $5,735,669 

The  FY89  request  for  this  subsidiary  assumes  a  continuation  of  the  utilization 
control  contracts  which  support  $20  million  in  recurring  Medicaid  savings. 
Examples  of  these  contracts  are  the  prior  approval  medical  consultant  blanket 
contract  that  supports  over  $5  million  in  savings;  the  pre-admission  screening 
contract,  which  is  projected  to  realize  $2-4  million  in  savings  in  FY88;  and  the 
utilization  review  contract,  which  will  assist  the  Department  in  recovering  over 
$3  million  in  overpayments  to  hospitals.  In  FY89,  the  Department  will 
continue  to  review  the  utilization  of  Medicaid  reimbursable  services  and  target 
the  most  appropriate  review  and  control  programs  to  these  services.  These 
contracts  are  critical  to  the  success  of  the  Medicaid  savings  agenda,  both  in 
producing  recurring  savings  and  in  obtaining  new  savings  through  management 
improvements. 

12  Maintenance  $30,000 

This  subsidiary  funds  the  maintenance  services  for  the  Medicaid  Division's 
office  automation  system,  which  are  provided  through  a  signed  maintenance 
agreement 
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14  Postage  $1^30£39 

This  subsidiary  funds  the  costs  of  mailing  Medicaid  vendor  checks  to  over 
29,000  vendors,  Medicaid  ID  cards  to  over  425,000  Medicaid  clients,  and  other 
MMIS  notices  and  mailings. 


16  Office  Automation/Lease  Purchase  $76,182 

Medicaid  is  in  the  second  year  of  a  three-year  office  automation  phase-in 
project.  This  system  will  improve  staff  productivity  and  also  support  many  of 
Medicaid's  savings  projects  by  enabling  units  responsible  for  savings  to  share 
data  bases,  automate  tracking  systems,  and  produce  analytical  spread  sheets, 
and  management  and  program  evaluation  reports.  For  example,  the  equipment 
will  enable  the  Medicaid  division  to  begin  automating  tracking  systems  for 
prior  approval  requests,  provider  audits,  and  pre-payments  reviews.  Since 
these  programs  are  integral  to  the  Medicaid  savings  agenda,  automated 
tracking  systems  will  free  staff  from  tedious  manual  tasks  and  allow  the 
Department  to  increase  volume  in  these  savings  programs  without  hiring 
additional  staff. 


Total  $20,050,001 
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MFPTrATn  MANAGEMENT  INFORMATION  SYSTEM  (MhOS\  (4400-10121 


Em  EYS2  EX&  FY89  Request 


Expenditures\ 

Appropriations  $12^00,000  $13,424,400  $15,578,000  $25,565,650 


The  single  most  important  tool  in  support  of  the  Department's  Medicaid 
savings  agenda  is  the  Medicaid  Management  Information  System  (MMIS),  which 
processes  approximately  24  million  Medicaid  claims  annually  from  over  29,000 
different  medical  providers.  All  claims  are  passed  through  an  extensive  edit 
table  that  verifies  the  accuracy  of  recipient  and  billing  information  on  the 
claim  —  95%  of  these  claims  are  processed  within  30  days,  faster  than  most 
private  insurers.  Claims  that  are  inaccurate  or  that  conflict  with  Medicaid 
policies  are  denied.  The  Department  continually  updates  the  edit  table  to 
ensure  that  MMIS  edits  and  computer  programs  remain  consistent  with 
Department,  state,  and  federal  policy. 

MMIS  also  functions  as  a  management  tool  that  provides  technical  systems 
support  to  savings  activities  from  the  Third  Party  Liability  Unit,  the  Provider 
Audit  Unit,  the  Prior  Approval  Unit,  and  others.  Managers  receive  specific 
data  reports  from  MMIS  with  analyses  of  provider  and  recipient  utilization  and 
billing  patterns  that  can  lead  directly  to  savings.  For  example,  a  weekly 
MMIS  report  lists  claims  that  appear  to  be  duplicates  of  claims  already  paid. 
Using  this  report,  the  Claims  Resolution  Unit  saved  over  $800,000  in  FY86.  In 
another  example,  new  MMIS  edits  deny  payment  for  Medicaid  claims  that  are 
payable  by  Medicare.  Such  edits  resulted  in  over  $8  million  in  new  savings  in 
FY87.  Overall,  MMIS  edits  allowed  the  system  to  save  a  total  of  $72  million 
in  FY87,  a  100%  increase  since  the  system  began  operating  in  FY84. 


BENEFITS  OF  MMIS 

MMIS    is    a    key    component    of   the    Medicaid    savings  agenda,    which    will    total 

$338   million  in  new  and  continuing  savings  in  FY88.  MMIS   contributes  to  the 

Medicaid    savings    agenda    both    directly    through    its  editing    capabilities    and 

indirectly    through    its    technical    support    for    Medicaid  savings    initiatives.       The 

following    section    provides    examples    of   these    savings  initiatives    and    the    chart 
below  illustrates  the  impact  of  MMIS  on  the  savings  agenda. 
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A.  flavin^  T^e  Directly  to  MMIS  Edits 

1.   Reduction  in  Duplicate  and  Inappropriate  Claims  Paid 

MMIS  achieves  savings  through  edits  that  detect  and  disallow  inapp 
ropriate  claims.  The  original  MMIS  design  contained  several  hundred 
basic  edits.  Each  year,  the  Department  has  made  programming  changes 
to  the  basic  system  (through  a  "change  order"  filed  with  the  MMIS 
contractor)  to  increase  the  number  and  complexity  of  these  edits,  so 
that  MMIS  becomes  increasingly  effective  at  stopping  inappropriate 
claims.     Specifically: 

o    The  edit  table  now  contains  over  600  edits. 

o  The  system  does  not  pay  a  duplicate  bill  while  the  original  bill  is 
in  process  (providers  often  submit  a  second  claim  before  the  first 
one  is  processed). 


o    The    system    does    not    pay    for    services    that    are    not    Medicaid 
reimbursable,    such    as    follow-up    visits    if    payment    for 
already  included  payment  for  follow-up  care. 


surgery 


o  The  system  does  not  allow  payment  for  second  once-in-a-lifetime 
procedures,  such  as  two  appendectomies  or  pulling  the  same  tooth 
twice  for  a  single  recipient. 
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o  The  system  stops  payments  for  patients  who  are  no  longer 
covered:  those  who  are  deceased,  have  left  the  state,  or  are  no 
longer  eligible  for  Medicaid 

2.    Reduction  in  Fraud  and  Abuse 

MMIS  has  improved  the  Department's  ability  to  identify  providers  who 
are  billing  the  Department  in  error,  providing  services  inappropriately,  or 
deliberately  attempting  to  defraud  the  Commonwealth.  MMIS  provides  a 
number  of  specific  benefits  in  this  area: 

o  The  system  assigns  the  correct  fee  for  each  medical  procedure, 
such  as  a  hospital  outpatient  visit  that  may  have  been  erroneously 
billed  at  the  higher  emergency  room  rate. 

o  The  system  identifies  for  further  investigation  providers  who 
submit  claims  for  an  unusually  high  number  of  patients  treated  in 
one  day. 

o  The  system  identifies  physicians  who  bill  for  examining  the  entire 
family  when  only  one  individual  may  have  needed  care. 

This  improvement  in  the  Department's  ability  to  identify  cases  of 
potential  provider  fraud  and  abuse  has  also  assisted  the  Attorney 
General's  Medicaid  Fraud  Control  Unit  (MFCU).  The  MFCU  has 
recovered  over  $2.5  million  in  overpayments  since  FY86  as  a  result  of 
referrals  from  the  Department's  Provider  Audit  Unit. 

B.  Support  for  Other  Savings  Inifafoqs 

1.  Timely  and  Extensive  Management  Information 

MMIS  includes  a  subsystem  that  produces  an  extensive  set  of 
management  reports.  These  reports  provide  expenditure  and  utilization 
information,  as  well  as  statistics  on  providers,  recipients,  and  claims 
processing.  This  information  has  improved  the  Department's  ability  to 
analyze  Medicaid  costs  and  to  evaluate  the  impact  of  policy  decisions. 
Managers  also  use  the  information  to  design  and  implement  savings 
initiatives.  For  example,  these  reports  are  used  by  the  hospital 
utilization  review  program  to  target  individual  cases  for  review. 

2.  Third  Party  Liability 

MMIS  has  improved  significantly  the  Department's  ability  to  record  and 
maintain  accurate  and  complete  insurer  information  on  recipients  who 
have  private  insurance  coverage,  often  through  an  absent  parent.  MMIS 
has  also  improved  identification  of  paid  Medicaid  claims  for  which  other 
insurance  coverage  existed  and  for  which  the  Department  may  legally 
seek  recovery.  Thus,  as  mandated  by  federal  law,  the  system  assures 
that  Medicaid  is  the  payer  of  last  resort.  MMIS  denies  a  bill  if 
Medicare,  Blue  Cross/Blue  Shield,  Aetna,  or  another  health  insurer 
should  have  paid  the  claim. 
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From  FY83  through  FY87,  the  Third  Party  Liability  Unit  achieved  over 
$72  million  in  incremental  Medicaid  savings.  Specific  TPL  initiatives 
that  have  relied  on  MMIS  include: 

o  Pharmacy  project:  Through  claims  information  in  MMIS,  the  TPL 
Unit  identified  payments  made  by  the  Department  for  pharmacy 
claims  covered  by  Medex,  the  Blue  Cross/Blue  Shield  Medicare 
supplement  program.  This  project  yielded  over  $10  million  in 
collection  in  FY86  and  FY87. 

o  Medicare  maximization:  The  TPL  Unit  adjusted  MMIS  files  to 
accept  over  13,000  Medicare  Part  A  and  B  policies.  This  ensures 
that  Medicare,  rather  than  Medicaid,  is  billed  for  the  appropriate 
services.     In  FY87  alone,  these  projects  saved  over  $10  million. 

o  File  Matches:  Through  file  matches  between  MMIS  and  the 
computer  systems  in  other  state  and  federal  agencies,  including 
the  Child  Support  Enforcement  Unit,  the  TPL  Unit  expects  to  save 
over  $7  million  in  FY87  and  FY88. 

3.  Prior  Approval 

The  Department  has  developed  enhancements  to  MMIS  edits  that 
enforce  the  existing  prior  authorization  requirements  in  mental  health, 
dental,  and  speech,  hearing  and  physical  therapy  programs.  These  new 
edits  reject  claims  from  providers  who  fail  to  secure  prior  approval  from 
the  Department's  medical  consultants  before  they  provide  specific 
services.  Through  these  new  MMIS  edits  and  other  policy  changes,  the 
Prior  Approval  Unit  realized  over  $4  million  in  new  savings  in  FY86  and 
FY87.  In  FY88,  the  Department  is  implementing  new  prior  approval  edits 
for  mental  health  and  durable  medical  equipment  that  are  expected  to 
increase  savings  from  edits  by  an  additional  $2  million. 

4.  Provider  Audits 

MMIS  supplies  the  Department's  Medicaid  Audit  Unit  with  considerably 
more  reliable  and  more  extensive  information  than  did  the  prior  claims 
processing  systems.  MMIS  allows  managers  to  extract  specialized 
information  on  provider  billing,  which  is  then  used  to  target  certain 
providers  for  audits.  In  FY85  and  FY86,  the  Department  used 
information  from  MMIS  to  conduct  over  200  audits.  In  addition,  MMIS 
provided  detailed  claims  information  to  contractors  such  as  CPA  firms  to 
conduct  additional  more  specialized  audits. 

5.  Finance  Collections  and  Recoupments 

The  detailed  claims  history  provided  by  MMIS  is  also  used  by  the 
Finance  Division's  Assignment  Collections  Unit  (ACU)  to  recover 
Medicaid,  AFDC  and  GR  costs  from  special  insurance  such  as  Workman's 
Compensation,  as  well  as  from  the  estates  of  recipients.  In  FY86,  the 
ACU  collected  $8.6  million  by  using  MMIS  data;  total  collections  for 
FY87  and  FY88  are  expected  to  reach  $13  million.  In  addition,  MMIS 
facilitates  overpayment  recovery  by  automatically  deducting  the 
overpayment  amount  from  provider  payrolls. 
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FYB8  MMIS  AGENDA 

In  FY88,  the  Department  will  continue  to  use  the  Medicaid  Management 
Information  System  (MMIS)  as  an  important  resource  for  achieving  savings. 
Equally  important  will  be  efforts  to  design  an  improved  successor  system  to 
the  current  MMIS.  The  Department's  four  year  contract  with  the  MMIS 
vendor  expires  on  May  31,  1987.  Funds  available  for  MMIS  in  FY88  will 
allow  the  Department  to  extend  the  current  contract  through  FY88.  During 
that  time,  the  Department  will  carry  out  a  competitive  bid  process  so  that  a 
successor  contract  can  be  awarded  for  FY89. 

A  FVBtt  SgHBg 

MMIS  will  play  a  key  role  in  maintaining  the  Medicaid  savings  of  $338 
million  achieved  through  FY88,  while  also  supporting  new  FY89  savings 
initiatives.  MMIS  will  continue  to  contribute  to  the  Medicaid  savings 
agenda  both  directly,  through  new  editing  capabilities,  and  indirectly, 
through  technical  systems  support  of  other  initiatives. 

New  editing  capabilities  planned  for  MMIS  in  FY88  include: 

o    edits  to  require  additional  prior  approvals  for  mental  health  and  home 
health  services; 

o    edits  to  ensure  Medicare  coverage  for  certain  hospital  stays;  and 

o    edits  to  enforce  the  Department's  spend-down  eligibility  policies. 

MMIS  will  provide  technical  systems  support  to  most  of  the  major  initia- 
tives comprising  the  Medicaid  savings  agenda  in  FY88,  including: 

o    SmartcarcL    a   tamper   proof,    magnetically   encoded   picture   identification 
card  for  Medicaid  recipients; 

o    third    party    insurance    identification    to    ensure    that    Medicaid    remains 
the  payer  of  last  resort; 

o    provider    audits,    which    identify    inappropriate,    abusive    or    fraudulent 
provider  practices,  and  recover  overpayments; 


o  Health  Choices,  which  will  shift  the  site  of  medical  care  from 
hospital  outpatient  departments  to  more  appropriate  settings  in 
physicians  offices,  HMOs,  and  Community  Health  Centers;  and 

o  enhanced  preadmission  screening,  which  will  ensure  that  medical  and 
surgical  procedures  are  provided  in  the  most  appropriate  and  cost- 
effective  setting,  and  will  implement  primary  care  case  management 
to  target  high-cost  utilizers. 

B.  FY88  MMIS  Contract 

The   current   contract  with   the  MMIS  vendor  expired  on  May  31,   1987  and 
was    extended    through    FY88   and   FY89   while   the   Department   develops   the 
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design  of  a  new  MMIS  claims  processing  and  management  information 
system. 

In  preparation  for  the  extension  and  subsequent  rebid  of  the  MMIS 
contract,  the  Department  has  been  reassessing  the  performance  of  MMIS 
over  the  last  four  years.  Although  the  current  system  has  processed  claims 
efficiently,  the  Department  believes  that  careful  contract  management 
during  both  the  extension  and  rebid  periods  could  further  improve  the 
performance  of  the  MMIS  vendor.  In  addition,  the  Department  intends  to 
negotiate  with  the  current  contractor  to  update  the  system  in  order  to 
improve  management  information  and  service  delivery. 

1.  Contract  Management 

The  Department  intends  to  incorporate  performance-based  incentives  into 
both  the  extended  and  rebid  MMIS  contracts.  For  example,  the  current 
contract  already  contains  a  performance-based  incentive  that  encourages 
quick  and  efficient  claims  processing:  The  Department  pays  46  cents  for 
each  claim  processed  within  30  days.  However,  if  processing  requires 
more  than  30  days,  the  price  per  claim  drops  sharply.  The  Department 
pays  nothing  for  claims  older  than  45  days. 

2.  Improved  Management  Information 

Through  the  rebid  process,  the  Department  intends  to  expand  MMIS  from 
an  efficient  claims  processing  and  bill  paying  system  that  achieves 
savings  by  reducing  fraud  and  error,  to  a  sophisticated  management  and 
expenditure  control  system.  The  advanced  system  will  achieve  savings 
not  only  through  editing  claims,  but  also  through  new  reports  that 
isolate  factors  that  drive  expenditures  by  specific  provider  types. 

The  following  examples  describe  several  major  improvements  proposed  for 
an  advanced  MMIS  that  will  be  capable  of  both  savings  and  complex 
management  reporting.  These  improvements  will  be  developed  and 
implemented  through  a  new  procurement  under  the  rebid  contract. 

o    Advanced  Ad  Hoc  Reporting 

The  new  system  will  include  on-line  inquiry  with  direct  access  to 
data  in  MMIS.  Using  this  capability,  qualified  programmers  at  the 
Department  will  be  able  to  produce  complex  reports  that  isolate  and 
statistically  control  for  specific  variables.  These  detailed  reports  will 
allow  the  Department  to  better  analyze  and  control  program  expendi- 
tures. 

■ 

o    Flexible  Database 

The  new  system  will  allow  the  Department  to  isolate  rate  increases, 
caseload  fluctuations,  and  utilization  patterns  in  order  to  determine 
their  specific  effects  on  costs.  Currently,  the  Department  has  no 
method  to  isolate  these  and  other  factors  that  drive  expenditures. 
The  new  database  will  produce  tapes  for  use  at  the  Department  and 
will  accommodate  test  runs  of  proposed  changes,  so  that  decisions 
can  be  based  on  prospective  rather  than  retrospective  information. 


421 


o    On-line  Update  and  Inquiry  Capabilities 

Personnel  within  the  Department  will  be  able  to  access  and,  where 
appropriate,  update  files  containing  information  on  prior  approval, 
service  limitations,  TPL  resources,  and  other  recipient  information. 

Although  the  original  MMIS  design  continues  to  process  claims 
efficiently  and  accurately,  it  requires  frequent  updating  to  comply 
with  new  federal  requirements,  technological  developments,  and, 
especially,  savings  and  policy  initiatives.  The  new  on-line  capability 
will  be  less  expensive  and  faster  than  standard  batch  processing. 

o    Federally  Mandated  Changes 

The  Department  is  proposing  that  two  enhancements  to  the  current 
MMIS  be  included  in  the  rebid  contract  as  a  result  of  federal 
mandates.     These  enhancements  include: 

-  Code  Conversion:  This  change  will  convert  the  medical 
procedure  codes  now  used  exclusively  by  Massachusetts  to 
codes  used  by  most  other  states,  as  required  by  the  federal 
government  to  ensure  consistent  national  data. 

-  Invoice  Forms:  The  Department  currently  uses  an  invoice 
unique  to  Massachusetts.  Federal  regulations  require  that  the 
Department  switch  to  a  standardized  form  used  throughout  the 
rest  of  the  country. 

3.   Improved  Service  Delivery 

Through  the  MMIS  rebid,  claims  processing  will  be  upgraded  with  new 
computer  hardware  that  will  allow  for  streamlined  editing  functions 
within  MMIS.  Rather  than  editing  claims  for  fraud  and  error  during 
nightly  or  weekly  processing  cycles,  the  new  system  will  switch  to 
upfront  on-line  editing.  This  will  allow  data  entry  personnel  to  detect 
and  possibly  correct  errors  on  the  computer  screen  and  will  result  in: 

o  shorter  turnaround  time  for  claims  processing;  in  other  states, 
upfront  edits  have  helped  to  reduce  the  turnaround  time  to  an 
average  of  ten  days; 

o  fewer  claim  denials  due  to  errors;  the  edits  should  alert  the  clerks 
to  keypunch  errors,  invalid  recipient  IDs,  inaccurate  procedure 
codes  and  other  potentially  correctable  errors; 

o  manual  pricing  and  medical  reviews  conducted  on-line:  claims 
should  no  longer  be  suspended  to  the  Department  for  review. 

By  reducing  claims  processing  time  and  eliminating  errors,  this  new 
system  will  improve  service  for  both  providers  and  recipients. 
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SYSTEMS  (4400-lOMft 


FY86 

FY87 

FY88            FY89  Request 

Expenditures\ 

Appropriations                 $1,130,568* 

$3,785,481 

$4,127,150             $5,615,178 

*  In    FY86    all    (03)    expenditures 
account,  4400-0900. 

were    recorded 

in    the    Contracts    Operation 

INTRODUCTION 

The  Systems  account  supports  the  core  day-to-day  service  activities  of  the 
Department's  Systems  Division.  It  funds  the  salaries  of  the  data  processing 
professionals  who  manage  the  Department's  computer  systems,  as  well  as  data 
processing  equipment  purchases  and  on-going  data  processing  maintenance 
obligations.  It  also  funds  use  of  the  Office  of  Management  Information 
Systems  (OMIS)  Data  Center  resources. 

The  Department  of  Public  Welfare  is  the  largest  single  user  of  data  processing 
resources  in  the  Commonwealth.  The  Department  depends  on  computer  systems 
to  store  and  update  eligibility  data  for  over  500,000  recipients  each  month 
and  to  issue  cash  assistance  benefits  of  approximately  $650  million  annually. 
Managing  and  improving  the  current  data  processing  systems  are  critical  to 
meeting  the  Department's  direct  service,  savings  and  revenue  goals  in  FY89. 

Determining  client  eligibility  for  AFDC,  Food  Stamps,  Medicaid,  and  General 
Relief  is  the  central  task  in  administering  welfare  benefits  and  services  in  the 
Department's  local  offices.  During  FY88,  the  Department's  main  eligibility 
system  ~  the  Financial  Management  and  Control  System  (FMCS)  —  will 
process  over  3.6  million  transactions  ranging  from  something  as  simple  as  an 
address  change  to  complex  transactions  involving  benefit  calculations  and 
eligibility  redetermination. 

In  addition,  each  month  the  Department's  system  will  issue  300,000  assistance 
checks,  150,000  Food  Stamp  Authorization-to-Participate  (ATP)  vouchers,  and 
315,000  Medicaid  identification  cards  to  eligible  households. 

This  ongoing  volume  of  client  transactions  is  larger  than  that  of  any  other 
state  agency  and  could  not  be  managed  effectively  without  computer  support. 
Most  important,  failure  to  process  these  transactions  efficiently  would  prevent 
needy  individuals  and  families  from  receiving  the  services  and  benefits  to 
which  they  are  entitled,  as  well  as  producing  high  error  rates  and  the 
consequent  federal  sanctions. 

The  Department's  two  major  free-standing  computer  systems  remain  funded  in 
separate    accounts:       the    Medicaid    Management    Information    System    (MMIS)    in 
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(4400-1012)    and    the    Massachusetts    Public    Assistance    Control    System    (MPACS) 
in  (4400-1016). 


PERFORMANCE  FY83  -  FY88 

Since  the  Systems  account  was  established  in  1984  by  the  Legislature,  the 
Department,  with  continued  support  from  the  administration  and  the 
Legislature,  has  made  a  substantial  commitment  of  resources  to  modernizing  its 
systems.  The  use  of  database  management  has  resulted  in  systems  with 
increased  flexibility  and  speed  in  retrieving  data.  These  factors  are  critical 
for  the  kind  of  data  processing  that  the  Department  depends  on,  including: 

o    Retrieving  data  to  support  the  Case  Management  System  and  management 
decision-making; 

o    Updating  recipient  eligibility  data; 

o    Obtaining  new  information  during  worker-client  interviews;  and 

o    Incorporating  new  policies  and  procedures. 


Many  of  the  Department's  successes  in  reaching  critical  client  service  and 
management  goals  could  not  have  been  achieved  without  enhanced  computer 
systems: 

o  Improving  the  Department's  computerized  eligibility  files  has  contributed 
significantly  to  error  rate  reduction.  For  example,  the  types  of  cases 
most  likely  to  contain  errors  are  now  automatically  identified  and 
summarized  for  local  office  workers  in  a  Prioritized  Activities  Listing 
(PAL).  As  a  result  of  this  and  other  initiatives,  AFDC  and  Medicaid 
error  rates  have  been  reduced  to  the  lowest  levels  in  the  agency's 
history.  The  current  AFDC  error  rate  is  3.0%  and  the  current  Medicaid 
error  rate  is  1.0%.  These  error  rates  are  a  fraction  of  what  they  were 
five  years  ago,  when  the  AFDC  error  rate  was  11.6%  and  the  Medicaid 
error  rate  6.6%. 

o  Improved  systems  have  contributed  to  the  largest  growth  in  savings  and 
revenue  activities  in  the  agency's  history  —  from  an  actual  $92  million 
in  FY83  to  a  projected  $445  million  in  FY88. 

-  The  successful  implementation  of  MMIS,  the  sophisticated  Medicaid 
claims  processing  review  and  payment  system  achieved  $56  million  in 
savings  in  its  first  full  year  of  operations  and  can  deny  twice  as 
many  inappropriate  claims  as  its  predecessor.  Through  the  creation 
of  more  edits  and  more  effective  interaction  between  edits,  recurring 
annual  savings  have  been  increased  to  $72  million. 

-  Dramatic  improvements  in  the  Finance  Division's  ability  to  recoup 
overpayments  to  recipients  and  providers  has  increased  collections 
from  $20  million  in  FY83  to  a  projected  $45  million  in  FY88. 
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Improving  on  these  accomplishments  in  FY89  will  depend  on  the  continued 
upgrading  of  systems  support.  The  current  files,  produced  by  the 
Department's  17  year  old  eligibility  system,  FMCS,  are  inadequate  and 
error-prone.  The  Department  has  undertaken  a  major  development  effort  to 
replace  FMCS  with  a  new  eligibility  determination  and  benefits  issuance 
system,  MPACS  -  the  Massachusetts  Public  Assistance  Control  System. 


CURRENT  SYSTEMS 

The  Department's  computer  systems,  except  for  MMIS,  run  on  the  mainframe 
computers  located  at  the  Boston  headquarters  of  the  state's  Office  of  Manage- 
ment Information  Systems.  A  communications  network  links  terminals  and 
printers  in  the  Department's  local  offices  and  in  the  central  office  with  these 
mainframe  computers.  The  Department's  larger  computer  systems  support 
local  office  operations  necessary  for  eligibility  determination  and 
redetermination,  the  Case  Management  System,  and  benefits  issuance  and 
claims  payment.  The  Department  also  utilizes  several  smaller  independent 
computer  systems  to  manage  its  own  resources  and  programs  more  efficiently. 

A.  Eligibility  Operations 

o  The  Financial  Management  and  Control  System  (FMCS).  FMCS  was 
developed  in  1970  as  a  simple  record-keeping  and  check-writing  system 
for  the  Boston  region  of  the  Department  of  Public  Welfare  and  is  the 
oldest  and  best-known  Department  computer  system.  It  is  the 
Department's  current  eligibility  and  benefits  issuance  system.  FMCS 
stores  client  eligibility  data  on  two  separate  files,  the  recipient  master 
file  and  the  dependent  master  file,  for  every  case  in  each  of  the  major 
assistance  programs  that  the  Department  administers,  including  AFDC, 
Food  Stamps,  General  Relief,  and  Medicaid.  The  files  are  updated 
nightly  to  reflect  all  changes  in  client  status  received  from  local  offices. 
Twice  a  month,  the  system  issues  cash  assistance  payments,  and  once 
each  month,  it  issues  Food  Stamp  Authorization-to-Participate  (ATP) 
vouchers  to  eligible  program  recipients. 

However,  the  Department's  current  eligibility  data  files  can  no  longer  be 
expanded.  FMCS  was  developed  more  than  15  years  ago,  before 
advanced  software  technologies  such  as  relational  databases  were 
commercially  available.  The  Department's  requirements,  have  now  grown 
to  a  point  where  current  database  technology  is  required  for  continued 
efficient  operations  and  delivery  of  services  to  clients.  For  example,  it 
is  not  currently  possible  to  capture  new  types  of  client  data,  such  as 
information  about  housing  status  or  educational  background,  on  the  main 
eligibility  data  files.  Therefore,  databases  that  are  separate  from  FMCS 
must  be  created  and  maintained.  Accessing  complete  client  profiles  from 
these  many  separate  databases  becomes  a  complicated  and  sometimes 
error  prone  process.  Moreover,  maintaining  many  databases,  which  often 
contain  redundant  information,  is  time-consuming  and  costly. 

FMCS  also  has  limited  flexibility  for  incorporating  new  requirements  that 
result  from  new  federal  and  state  legislation  or  court  mandates.  Local 
office   workers   must    often   incorporate   new   requirements   by   hand.      Only 
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a  new  unified,  flexible,  and  expandable  client  database  will  allow  the 
Department  to  continue  meeting  the  needs  of  its  clients. 

o  The  Monthly  Income  Reporting  System  fMIRSV  MIRS  incorporates 
information  on  client  earnings  into  grant  level  determinations.  The 
Department  needs  up-to-date  income  information  on  clients  in  order  to 
avoid  overpayment  of  benefits.  Recipients  with  any  form  of  earnings, 
or  with  a  history  of  earned  income,  complete  a  monthly  income  report 
which  is  submitted  to  the  Department.  MIRS  then  automatically  adjusts 
the  grant  level  based  on  this  new  information.  Both  FMCS  and  MIRS 
are  being  reprogrammed  to  support  caseload  reduction  initiatives,  as  well 
as  the  Case  Management  System,  in  the  local  offices. 

Neither  FMCS  nor  MIRS,  both  antiquated,  meet  the  Department's 
eligibility  determination  needs  in  today's  complex  environment.  The 
Department  plans  to  replace  them  with  the  new  eligibility  determination 
system,  MPACS.  However,  throughout  the  transition  years,  the 
Department  will  continue  to  depend  on  the  current  systems.  The 
maintenance  and  improvement  of  these  systems  is  required  to  support 
the  Department's  day-to-day  operations  and  to  manage  the  high  volume 
of  client  transactions,  benefit  issuance,  and  claims  payments. 

o  The  ADABAS  Database  Management  System.  The  large  amounts  of  data 
stored  on  the  recipients  master  file,  the  dependent  master  file,  and 
several  of  the  Department's  other  data  files  are  organized  on  the 
ADABAS  Database  Management  System.  The  speed  and  flexibility  in 
retrieving  information  on  clients  that  this  system  provides  are  essential 
for  the  day-to-day  case  management  activities  in  the  local  offices  and  in 
the  central  office. 

o  Employment  and  Training  Referral  and  Tracking  System.  Department 
staff  have  developed  an  automated  referral  and  tracking  system  to 
assist  in  the  placement  and  retention  of  ET  participants  in  full  time 
jobs.  With  the  full  range  of  client  and  vendor  information  available  to 
them,  workers  can  better  refer  clients  to  the  appropriate  services  and 
employment  opportunities.  Case  managers'  ability  to  track  clients' 
progress  through  the  ET  programs  and  on  the  job  allows  the  Department 
to  better  administer  these  necessary  support  services.  Enhancements  to 
this  automated  system  will  help  the  Department  to  continue  realizing  its 
goal  of  helping  clients  become  self-sufficient  through  full-time 
employment. 

o  Housing  and  Homeless  Prevention  Referral  and  Tracking  System. 
Department  staff  have  also  recently  developed  an  automated  referral 
and  tracking  system  containing  information  about  the  Commonwealth's 
homeless  families  and  individuals.  With  this  database,  which  contains 
client  and  housing  information,  workers  can  better  assist  clients  in 
obtaining  permanent  housing.  Future  enhancements  to  this  system  will 
better  enable  case  managers  to  move  homeless  families  out  of  hotels 
and  motels  and  into  permanent  housing. 

o  Income  and  Eligibility  Verification  System  flEVSV  The  IEVS  system  is  a 
federally  mandated  effort  in  response  to  provisions  of  the  Deficit 
Reduction    Act    of    1984    (DEFRA).        Failure    to    comply    with    IEVS 
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requirements  would  leave  the  Department  at  risk  of  federal  sanctions. 
This  integrated  computer  matching  system  allows  for  prompt  and 
accurate  verification  of  the  Department's  eligibility  database  with  the 
Social  Security  Administration  (for  social  security  number  verification), 
with  the  Internal  Revenue  Service  (for  unearned  income  verification), 
with  the  Department  of  Revenue  (for  wage  verification),  and  with  the 
Division  of  Employment  Security  (for  unemployment  benefit  verification). 
This  system  is  contributing  to  error  rate  reductions  in  the  AFDC,  Food 
Stamp,  and  Medicaid  programs. 

B.  Management  Support 

o    The    statewide    Personnel    Management    Information  System    fPMIS^    is    the 

state's    automated    personnel    and    payroll    system.  The    major    benefit    of 

this  system  is  its  ability  to  process  more  quickly  changes  in  payroll  and 
personnel  information. 

o  The  Special  Services  Payment  System  (SSPS^  was  designed  and 
implemented  in  FY86  by  Department  staff.  This  system  processes 
vendor  claims  for  non-medical  services  provided  to  AFDC  and  GR 
clients,  primarily  Emergency  Assistance  (EA),  including  emergency 
shelter  for  homeless  individuals  and  families.  The  system  gives  the 
Department  greater  control  over  authorizations  for  payments.  It  also 
maintains  historical  eligibility  and  payment  data,  which  allows  the 
Department  to  ensure  that  vendors  do  not  receive  duplicate  payments 
and  that  EA  payments  to  clients  do  not  exceed  established  limits. 
Finally,  the  system  ensures  that  payments  are  issued  quickly,  which 
encourages  vendors  to  provide  services  to  clients. 

o  The  Massachusetts  Management  Accounting  and  Reporting  System 
fMMARSV  MMARS  is  the  state's  new  automated  accounting  system. 
This  new  system  also  supports  the  internal  management  of  the  agency's 
financial  operations  by  automating  labor  intensive  tasks  and  by  providing 
increased  information  for  planning,  budgeting,  and  control. 

o  The  Centralized  Recoupment  Unit /Centralized  Accounts  Receivable 
System  (CRU/CARS).  Department  staff  have  recently  developed  this 
system  to  assist  the  Finance  Division's  Recoupment  Unit  in  tracking 
money  owed  and  paid  to  the  Department  for  Welfare  fraud.  FY88  goals 
include  providing  qualitative  benefits  in  the  area  of  court 
communications  and  federal  reporting,  the  ability  to  exchange 
information  with  courts  and  other  state  agencies,  and  providing  a  tool 
for  more  assertive  management  of  collections.  CRU/CARS  also  allows 
for  rapid  and  more  accurate  projections  of  revenues  used  to  support 
budget  figures  and  annual  revenue  targets.  The  combined  financial 
benefits  of  this  initiative  will  result  in  increased  collections  of 
approximately  $1  million  annually. 

C  User  Support 

o  Information  Center  and  Help  Desk.  These  units  provide  on-going 
support  services  to  all  Department  staff.  The  services  provided  by 
these  units  are  critical  to  the  successful  implementation  of  office 
automation,    Case   Management,   and   the   Easy  Access   System   (EAS).      As 


427 


automation  is  introduced  to  local  office  workers  there  will  be  a 
corresponding  need  for  technical  support  in  order  that  the  new 
technology  be  incorporated  most  effectively. 

Procurements.  Systems  analysts  work  closely  with  central  office  and 
local  office  staff  in  order  to  determine  the  computer  equipment  most 
appropriate  to  their  needs.  Systems  staff  manage  the  procurement 
process  to  assure  timely  arrival  of  the  required  hardware  and  software, 
work  with  other  Department  staff  on  the  installation  and  operation  of 
office  automation  equipment,  and  provide  maintenance  support.  A 
committee  comprised  of  the  Department's  executive  staff  and  chaired  by 
the  Commissioner  meets  regularly  in  order  to  coordinate  and  direct  all 
large  data  processing  projects  and  procurements. 


SYSTEMS  SUPPORT  FOR  CASE  MANAGEMENT 

A.  Coordinating  thr.  Easy  Access  System  (EAS^ 

While  the  Easy  Access  System  (EAS)  is  funded  primarily  in  the  MPACS 
account  (4400-1016),  systems  staff  funded  from  this  account  are  responsible 
for  coordinating  overall  systems  support  for  this  project.  As  part  of  the 
Department's  effort  to  prepare  local  office  workers  for  MPACS,  terminals 
and  printers  are  being  installed  in  the  local  offices.  Systems  staff  continue 
with  the  design  and  installation  of  an  enhanced  telecommunications 
network,  which  links  this  additional  local  office  computer  equipment  to  the 
mainframe  computers  at  the  OMIS  data  center. 

Existing  systems,  including  the  ET  and  Homeless  Prevention  tracking 
systems,  will  be  modified  in  order  to  provide  workers  with  the  information 
they  need  to  manage  client  outcomes.  Automating  local  office  operations 
will  provide  managers  and  workers  with  the  time  and  information  they  need 
in  order  to  improve  service  delivery  through  case  management.  The  Case 
Management  System  ensures  that  local  office  workers,  as  primary  social 
workers,  are  responsible  for  providing  clients  with  a  range  of  services  and 
benefits  critical  to  their  attainment  of  self-sufficiency.  Under  the  Case 
Management  System,  clients  will  be  provided  with  an  individualized  mix  of 
benefits  and  services  designed  specifically  to  move  them  towards  self- 
sufficiency,  including: 

o  Employment  and  Training  (ET)  Choices 

o  Housing  Assistance  and  Homelessness  Prevention 

o  Health  Choices 

o  Child  Support 

Improving  automated  support  will  help  local  office  workers  to  implement 
Case  Management  by: 

o  Providing  ready  access  to  the  most  up-to-date  client  and  vendor 
information.  Workers  will  no  longer  have  to  manually  search  through 
many  different  case  records  in  order  to  compile  client  information, 
which  even  then  might  be  out-of-date.  With  a  terminal  at  his/her 
desk,    the    worker    can    retrieve    any    necessary    information    from    the 
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Department's    computer    files    in    seconds.       This   will    allow   for    prompt 
and  accurate  responses  to  vendor  and  client  inquiries. 

o  Allowing  workers  to  provide  the  services  designed  to  move  clients  out 
of  poverty.  Automation  will  reduce  the  time  required  to  complete  all 
inquiry  functions,  especially  those  associated  with  on-going 
redetermination  and  case  maintenance,  and  free  workers  to  assist 
clients  with  the  support  services  that  provide  alternatives  to 
poverty. 

o  Improving  referral  and  tracking  of  clients.  With  the  use  of 
microcomputers  for  data  analysis,  managers  will  be  able  to  perform 
monitoring  and  tracking  functions  that  will  allow  the  Department  to 
better  manage  caseload  growth. 

B.  Coordinating  MPACS  Development 

While  MPACS  development  is  funded  in  the  MPACS  account  (4400-1016), 
systems  staff  are  responsible  for  supporting  and  managing  the  development 
process  to  make  certain  that  performance  standards  and  cost  specifications 
are  met.  In  FY89,  the  Department  will  be  in  Phases  m  and  IV  of  MPACS. 
Department  systems  staff  provides  necessary  coordination  and  support  to 
ensure  continuity  of  these  phases. 

C.  Office  Automation 

o  One  of  the  major  benefits  of  office  automation  is  dramatic  productivity 
improvement.  Beginning  in  FY86  several  of  the  Department's  central 
office  divisions  began  installing  office  automation  equipment  as  part  of 
an  overall  plan  to  bring  standard  office  automation  technology  to  the 
Welfare  Department.  Funds  requested  in  FY89  will  be  used  to  provide 
routine  upgrading  to  currently  installed  local  area  networks  (LANs)  and 
to  maintain  Information  Center  resources  that  include  peripheral 
computer  equipment  and  software  updates.  The  Department  also  plans  to 
continue  its  central  office  automation  project  by  adding  computer 
support  to  the  Housing  Search  Division.  The  Employment  and  Training 
Division  will  complete  its  office  automation  plan  in  FY89  with  the 
installation  of  a  local  area  network. 
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FY89  BUDGET  REQUEST 

ynh&ffiai-y Component FY89  Request 

01/02  Personnel  $2^31,151 

Personnel  costs  in  this  subsidiary  reflect  funding  for  state  staff  which 
includes  the  cost  of  54  (03)  consultants  who  were  converted  to  state  positions 
between  October  1987  and  January  1988.  Individual  consultants  were  converted 
in  accordance  with  the  state's  Technical  Pay  Law,  which  establishes 
competitive  salary  levels  for  technical  data  processing  positions.  These 
conversions  were  part  of  the  Department's  overall  (03)  conversion  initiative 
which  provides  the  Department  with  needed  ongoing  data  processing  expertise 
on  a  permanent  basis. 

These  staff  support  operations  in  the  following  areas: 

o    Management  Support  Systems 

This  unit  supports  the  on-going  planning  and  education  activities  of  the 
Systems  Division,  which  include  the  Information  Center  in  the 
Department's  central  office.  This  unit  also  provides  the  data  processing 
services  for  office  automation.  Systems  analysts  work  closely  with 
Department  staff  in  order  to  ensure  a  productive  transition  from  paper- 
based  operations  to  fully  automated  operations. 

o    Administration 

This  unit  provides  internal  operations  support  for  the  Systems  Division, 
such  as  procurements,  wordprocessing,  and  inventory  maintenance. 

o    Eligibility  Systems 

*  Eligibility  determination  for  AFDC,  Food  Stamps,  General  Relief,  and 
Medicaid  programs  is  the  central  task  in  the  administration  and  delivery 
of  welfare  benefits  and  services  in  the  Department's  local  offices.  This 
Systems  unit  provides  data  processing  support  for  eligibility 
determination  and  redetermination,  last  year  processing  over  500 
requests  for  information  or  assistance.  This  unit  is  responsible  for 
developing  software  modifications  required  for  EAS  and  for  designing 
and  developing  the  federally  mandated  Income  and  Eligibility  Verification 
System  (IEVS).  It  is  also  responsible  for  developing  enhancements  to 
the  ET  Tracking  System.  Such  enhancements  will  increase  the  system's 
capabilities  to  monitor  expenditures  and  measure  productivity. 

o    Systems  and  Programming 

This  unit  provides  data  processing  support  for  the  Department's  major 
systems,  such  as  the  Financial  Management  and  Control  System  (FMCS) 
and  the  Monthly  Income  Reporting  System  (MIRS).  It  maintains  over 
1,400  applications  programs.  Last  year  it  processed  more  than  1,000 
requests    for    information    or    assistance.  Continued    enhancements    to 


430 


FMCS  and  MIRS,  such  as  improved  edit  and  inquiry  capabilities,  are 
required  during  the  transition  to  MPACS  operations. 

o    Information  and  Network  Services 

This  unit  provides  a  variety  of  maintenance  services  to  ensure  the 
integrity  of  the  Department's  data  files  and  of  the  telecommunications 
network  linking  the  Department's  local  offices  and  central  office  to  the 
state's  mainframe  computers  in  Boston.  It  also  staffs  the  Help  Desk. 
This  unit  is  responsible  for  designing  and  installing  the  expanded 
telecommunications  network  required  for  Easy  Access  Systems  (EAS) 
and  for  MPACS. 

o    Executive  Support  Systems 

This  unit  provides  data  processing  support  for  the  Department's 
management  systems,  including  SSPS,  MMARS,  PMIS,  and  CARS.  Last 
year  this  unit  processed  450  requests  for  information  or  assistance. 
This  unit  is  responsible  for  enhancing  the  Homeless  Prevention  Tracking 
System  to  increase  its  capabilities  to  monitor  expenditures  and  measure 
performance. 

03  Contracts  $723,116 

This  subsidiary  provides  funding  for  a  programmer/analyst  blanket  contract, 
which  allows  the  Department  to  procure  data  processing  services  on  an  "as 
needed"  basis  for  specific  short-term  projects,  which  are  no  more  than  three 
months  in  duration. 

This  subsidiary  will  also  fund  the  FY89  cost  of  a  contract  with  an  outside 
vendor  who  will  begin  work  in  the  last  quarter  of  FY88.  The  vendor  will 
provide  data  processing  services  required  to  thoroughly  document  the 
Department's  basic  automated  eligibility  systems.  A  system  performance  audit 
conducted  by  KMG  Main  Hurdman  concluded  that  the  lack  of  formal 
documentation  severely  restricts  future  enhancements  to  these  systems.  These 
enhancements  include:  the  adding  of  new  functionality  to  the  production 
systems  resulting  from  new  government  rulings,  or  changes  in  state  or  federal 
laws.  This  lack  of  documentation  could  expose  the  Department  to  unacceptable 
risks  and  costs.  The  proposed  contractor  will  use  the  audit  report  guidelines 
to  develop  the  documentation  of  the  current  systems.  This  documentation  is 
also  a  critical  step  toward  realizing  a  successful  transition  to  a  new  system 
based  on  more  advanced  software  technology. 

12  Maintenance  &  Repairs  $291^904 

This  subsidiary  will  fund  data  processing  maintenance  contracts  for  the 
Department's  computer  hardware,  including  maintenance  associated  with  office 
automation. 

13  Medicare  Cn     eback  $8,524 
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14  Office  Operations  $1,560,483 

la  FY88  the  Office  of  Management  Information  Systems  (OMIS)  Data  Center 
established  an  annual  credit  allocation  for  each  of  its  user  agencies  and  has 
begun  implementing  a  new  chargeback  system.  OMIS  will  charge  users  on  a 
monthly  basis  for  use  of  their  Data  Center  resources.  OMIS  based  the  initial 
FY88  allocation  on  a  5%  increase  over  FY87  expenditures.  The  FY89  request 
includes  annualization  of  FY88  fourth  quarter  additions  resulting  from  the  EAS 
project,  Medical  Provider  Practice  Management  project,  office  automation,  and 
the  OMIS  FY89  rate  structure  adjustments. 

15  Data  Processing  Equipment  Purchase  $200,000 

This  subsidiary  will  fund  the  purchase  of  data  processing  equipment  required 
for  office  automation.  This  equipment  includes  the  micro-computers,  printers, 
software,  and  peripherals  associated  with  micro  local  area  networks  (LANs). 

TOTAL  $5,615,178 
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MPACS  (4400-lQlfr 


FY86  FY87  FY88  FY89  Request 


Expenditures\ 

Appropriations  $9,367,000  $6,402,216  $1,346,390  $1,877,058 


WHY  MPACS  IS  NEEDED 


The  Massachusetts  Public  Assistance  Control  System  (MPACS)  is  the 
Department's  proposed  eligibility  determination  and  benefits  issuance  computer 
system.  MPACS  is  essential  for  mamtaining  the  Department's  low  error  rates 
at  or  below  federal  fiscal  sanctions  levels  (3%  for  most  programs)  and  for 
realizing  the  Department's  ambitious  service  delivery,  management,  and  savings 
and  revenue  goals.  The  Department  anticipates  that  MPACS'  key  benefits  will 
include: 

o    Maintaining  low  error  rates  and  avoiding  federal  sanctions; 

o    Improving    services    to    clients    by    supporting    a    case    management    system 
of  service  delivery, 

o    Eliminating    time-consuming    paper    work     and    freeing    worker    time    that 
can  be  devoted  to  assisting  clients  in  moving  off  welfare; 

o    Contributing    to    increased    savings    and    revenue    by    making    available    to 
workers  client  data  such  as  the  existence  of  third  party  insurers; 

o    Improving  the  completeness  of  the  Department's  database. 

Currently,  the  low  level  of  automated  support  in  the  Department's  more  than 
60  local  offices  stands  in  the  way  of  improving  service  delivery  to  clients. 
Local  office  workers  lack  the  time  and  information  they  need  to  provide 
clients  with  services  such  as  ET,  which  can  offer  them  alternatives  to  poverty 
and  welfare. 

At  present  the  local  office  worker  takes  down  information  from  clients  by 
hand  and  then  manually  determines  the  client's  eligibility  for  the  various 
assistance  programs.  Between  30  and  50  forms  are  required  to  apply  for  the 
various  assistance  programs.  Currently  each  client's  name,  address,  and  social 
security  number  must  be  written  down  over  30  times.  The  client  information 
is  later  typed  into  the  computer  by  data  entry  clerks.  From  here  the 
information  is  dispersed  into  many  different  computer  systems  ~  the  Financial 
Management  and  Control  System  (FMCS),  which  contains  the  Department's 
basic  eligibility  database;  the  Monthly  Income  Reporting  System  (MIRS);  the 
Medicaid  Management  Information  System  (MMIS);  the  Special  Services 
Payment  System  (SSPS);  and  two  child  support  systems. 
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These  systems  have  inherent  limitations: 

o  Currently  there  are  separate  systems  storing  separate  databases.  Thus 
the  local  office  worker  cannot  see  all  relevant  client  and  vendor 
information  at  the  same  time,  but  must  move  from  MMIS  to  FMCS  to 
SSPS,  and  so  forth.  Furthermore,  data  is  redundant  and  not  defined 
consistently  from  system  to  system,  which  reduces  its  reliability  and 
requires  the  worker  to  spend  time  cross-checking. 

o  Current  computer  programs,  especially  the  more  than  1,400  under  FMCS 
and  MIRS,  are  quite  large  and  are  not  based  on  structured  programming 
techniques.  This  makes  them  cumbersome  and  time-consuming  to 
maintain.  The  high  level  of  hand  coding  that  is  required  also  increases 
the  likelihood  of  error. 

o  There  is  little  written  documentation  on  those  programs,  especially  on 
how  they  have  been  modified  over  the  past  17  years.  Much  of  the 
knowledge  about  the  programs  is  held  by  the  programmers  who  have 
worked  on  them. 

o  The  Department's  basic  eligibility  data  files  on  FMCS  are  nearly  full. 
The  recipient  master  file  is  already  at  100%  utilization,  while  the 
dependent  master  file  has  room  for  only  a  few  additional  data  fields. 

o  There  is  limited  flexibility  in  incorporating  new  requirements  that  result 
from  over  150  new  policy  changes  annually  which  include  new  federal 
and  state  legislation  or  court  mandates.  Workers  must  often 
incorporate  new  requirements  by  hand  during  eligibility  determination  or 
redetermination  interviews. 

o  Computer-generated  management  reports  are  inadequate,  necessitating 
supplementary  manual  reports. 

The  Department  has  now  outgrown  FMCS,  the  current  eligibility  system.  It 
was  developed  in  1970,  an  early  period  in  computer  development,  as  a  simple 
record-keeping  and  check-writing  computer  system  for  the  Boston  region  of 
the  Department  of  Public  Welfare.  Since  that  time,  the  Department  has 
expanded  and  modified  the  system  on  a  fragmented  basis,  frequently  under 
crisis  conditions,  to  incorporate  the  many  changes  in  state  and  federal  welfare 
programs  over  the  past  17  years.  The  simple  check-writing  system  has  become 
an  overly  complicated  patchwork  that  performs  a  variety  of  eligibility 
determination  and  benefit  issuance  operations  and  must  process  over  $3.6 
million  client  transactions  annually  -  which  it  does  with  only  mixed  success. 

o  Often  complicated  and  time  consuming  reconciliation  procedures  must  be 
implemented  to  prevent  or  correct  errors. 

o  FMCS  reached  its  original  modification  limit  over  eight  years  ago. 
Because  significant  changes  are  technically  impractical,  manual 
procedures  have  had  to  be  added  to  ensure  management  accountability 
and  control 

In  sum,  the  current  data  processing  system  is  inefficient  to  operate  and  to 
maintain.       Since    the    Department    depends    on    computer    systems    to    store    and 
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update  eligibility  data  for  over  500,000  recipients,  to  issue  cash  assistance 
benefits  of  over  $650  million  annually,  and  to  make  over  $80  million  in  non- 
medical vendor  payments  each  year,  the  inefficiency  of  maintaining  these 
systems  results  in  unnecessary  costs  to  the  Department.  Improving  the 
Department's  data  processing  systems  is  a  critical  factor  in  successfully 
meeting  the  Department's  direct  service  and  savings  and  revenue  goals.  With 
MPACS,  service  delivery  in  local  offices  will  be  supported  by  a  fully 
automated  system. 


EASY  ACCESS  SYSTEM  (EAS)  FY87  -  FY89 

Supporting  Case  Management  Through  EAS 

In  FY87,  the  Department  implemented  a  Case  Management  System  to  provide, 
through  a  primary  social  worker,  a  wide  range  of  benefits  and  services 
designed  to  help  clients  achieve  self-sufficiency.  Under  the  Case  Management 
System,  the  social  worker  and  the  client  construct  a  self-sufficiency  service 
plan,  which  becomes  an  informal  "contract"  guiding  the  client-agency 
relationship.  From  the  outset,  then,  the  caseworker  can  focus  on  helping  the 
client  achieve  self-sufficiency,  rather  than  simply  on  income  maintenance. 
Since  this  system  expands  the  social  workers'  functions  and  increases  the  need 
for  client  and  program  data,  effective  implementation  of  this  program  requires 
operational  improvements. 

The  current  phase  of  MPACS,  or  EAS,  involves  network  development  and  the 
installation  of  1,500  terminals  over  three  years.  Automating  local  office 
operations  with  EAS  will  provide  managers  and  workers  with  both  the  time  and 
information  they  need  in  order  to  improve  service  delivery  through  the  Case 
Management  System. 

In  1986,  there  were  fewer  than  500  computer  terminals  for  use  by  over  4,000 
local  office  workers.  Workers  either  waited  in  line  or  signed  up  for  a  terminal 
in  advance.  In  FY87  the  Department  installed  more  than  300  terminals  as  part 
of  the  first  phase  of  the  EAS  project.  In  FY88  the  Department  will  install  an 
additional  325  terminals.  In  FY89,  the  third  phase  of  this  project,  the 
Department  will  be  able  to  purchase  and  install  approximately  550  terminals. 
With  EAS,  social  workers  and  managers  will  access  more  effectively  existing 
information  and  calculation  screens. 


3  YEAR  EAS 

PROJECT 

PHASE  1 

PHASE  2 

PHASE  3 

FY87 

FY88 

FY89 

No.  of  Terminals 

310 

325 

550 
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By  replacing  workers'  reliance  on  case  folders  and  computer  print-outs  with 
access  to  appropriate  databases,  more  time  will  be  made  available  for  case 
management  activities.     These  activities  include: 

o  Increasing  the  number  of  clients  who,  through  participation  in  the 
Employment  and  Training  CHOICES  Program,  can  move  off  welfare  and 
out  of  poverty, 

o  Increasing  the  number  of  clients  participating  in  the  Health  CHOICES 
Program  -  a  program  that  will  restructure  the  Medicaid  program  from  a 
predominantly  fee-for-service  based  system,  which  does  not  ensure 
appropriate  utilization  of  or  access  to  health  services,  to  one  that 
ensures  comprehensive,  high  quality  and  cost-effective  health  care; 

o  Researching  payment  histories  of  absentee  parents,  and  identifying  child 
support  cases  which  the  Department  could  terminate  through  access  to 
the  Department  of  Revenue's  database; 

o  Maintaining  low  error  rates  on  AFDC  and  Medicaid,  and  continuing  to 
bring  the  Food  Stamp  error  rate  down. 

With  the  enhanced  network,  provided  by  EAS,  the  Department  will: 

o  Implement  operational  improvements  to  streamline  the  administration  of 
cash  assistance  programs,  better  coordinate  services  and  provide  local 
office  staff  with  timely,  simple  access  to  automated  information; 

o  Provide  workers  with  ready  access  to  the  most  up-to-date  client  and 
vendor  information.  Integration  of  existing  systems  into  local  office 
operations  means  that  workers  will  no  longer  have  to  go  to  many 
different  folders  trying  to  compile  client  information.  Using  the 
terminal  at  his/her  desk,  the  worker  can  retrieve  any  necessary 
information  in  seconds.  This  will  allow  for  prompt  and  accurate 
responses  to  vendor  and  client  inquires; 

o  Allow  Case  Management  workers  to  increase  client  participation  in 
Department  programs,  help  them  move  off  the  caseload,  and  help  them 
to  remain  self-supporting; 

o  Be  able  to  prepare  for  a  smooth  and  well-managed  transition  to  the 
later  phases  of  the  MPACS  environment  by  acclimating  staff  to 
automation  and  establishing  the  basic  MPACS  communications  network 
requirements.  This  will  assure  that  the  transition  to  MPACS  will  occur 
without  serious  disruption  to  local  office  operations  or  to  client  services. 

Preparing  Local  Offices  for  EAS  and  MPACS  -  Retrofitting 

In  order  to  continue  with  the  EAS  project,  computer  terminal  installation,  and 
ultimately  MPACS,  the  Department  must  also  continue  preparing  the  local 
office  space,  through  a  process  referred  to  as  "retrofitting."  Renovations  are 
required  in  offices  that  have  not  previously  had  to  support  large  quantities  of 
data  processing  equipment.  In  addition,  retrofitting  is  required  in  any  office 
that  is  relocating  due  to  termination  of  a  lease  or  tenancy  at  will  agreement. 
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Physical  alterations  in  the  Department's  local  offices  are  required  in  order  to 
accommodate  the  necessary  computer  equipment  —  principally,  terminals, 
printers  and  controllers.  These  alterations  include  cabling  and  wiring, 
electrical  service,  non-glare  lighting,  air  conditioning  for  the  controller  room, 
some  incidental  carpentry  for  security,  and  other  renovations.  In  addition,  it 
is  especially  important  to  provide  a  secure  system  of  electrical  power  distribu- 
tion through  the  installation  of  transformers,  panels,  outlets,  and  wiring. 

Specifically,  retrofitting  often  includes  the  following  items: 

o    Parabolic  Lighting 

Parabolic  lights  and/or  a  lens  will  often  need  to  be  installed  in  video 
display  terminal  (VDT)  areas.  An  engineering  consultant  will  determine 
exact  location  of  these  lighting  improvements. 


o     Cabling/Twisted  Pair  Wiring 

The  cabling  of  local  offices  involves  the  installation  of  generic  twisted 
pair  wiring.  This  twisted  pair  wiring  provides  more  flexibility  because  it 
is  adaptable  to  a  variety  of  vendors'  equipment  and  is  also  more  cost- 
effective  than  the  alternative  coaxial  cabling. 

o    HVAC  Enhancements 

Additional  air  conditioning  frequently  needs  to  be  installed  in  controller 
areas  in  order  to  meet  manufacturer  environmental  requirements  for 
operation  of  the  controllers. 

o    Electrical  Enhancements 

This  includes  the  addition  of  a  transformer,  circuit  panel,  and  electrical 
outlets  to  provide  an  isolated  electrical  distribution  system  to  support 
the  integrity  of  the  computer  devices. 

o    Incidental  Carpentry 

Carpentry  to  repair  ceiling  and  wall  penetration  following  cabling  and 
wiring  installation  is  often  required. 


PHASES  OF  MPACS  DEVELOPMENT 

There  are  seven  phases  to  the  MPACS  project,  beginning  with  a  detailed 
evaluation  of  the  activities  to  be  automated  by  MPACS  and  proceeding  through 
development  and  testing  to  statewide  implementation  of  the  completed  MPACS 
system.  Consultec,  Inc.,  of  Atlanta,  Georgia,  was  selected  through  a  competi- 
tive procurement  in  1983  to  develop  and  implement  MPACS.  From  FY84 
through  FY86,  Consultec  completed  the  following: 

o  Phase  I  -  the  General  Requirements  Study.  This  document  itemizes  all 
the  activities  currently  done  manually  that  will  be  automated  under 
MPACS. 
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o    Phase  II  -  the  General  Systems  Design  and  Eligibility  Decision  Tables. 

-  General  Systems  Design.  This  five-volume  study  outlines  the  auto- 
mated processes  that  must  be  designed  in  order  to  carry  out  these 
activities. 

-  Eligibility  Decision  Tables.  The  design  for  the  mathematical  rules 
determining  the  automatic  calculation  of  program  eligibility  and 
benefit  levels. 

In  March  1986,  technical  and  management  reviews  were  conducted,  and  it  was 
concluded  that  Consultec  did  not  have  the  expertise  to  manage  the  completion 
of  the  technical  design  of  the  system.  Thus,  the  Consultec  contract  was 
terminated.  The  Department  is  currently  preparing  for  the  Service  Bureau 
contractor  who  will  complete  the  technical  design  of  the  system.  Meanwhile, 
the  other  components  of  the  MPACS  project,  such  as  local  office  preparation, 
are  continuing  as  planned. 

o  Phase  III  -  Easy  Access  System  (EAS).  Network  Development,  and 
Terminal  Installation.  As  discussed  in  the  previous  section,  the  current 
phase  of  MPACS  involves  network  development  and  installation  of  1,500 
terminals.  The  Department  has  begun  to  prepare  field  workers  for 
MPACS  by  integrating  existing  systems  more  fully  into  their  work  and 
increasing  the  automation  of  local  office  operations.  The  success  of 
MPACS  depends  ultimately  on  its  use  by  workers  in  the  local  offices. 

The  current  phase  of  MPACS,  EAS,  fulfills  three  functions.  First, 
automating  local  office  operations  with  EAS  will  provide  managers  and 
workers  with  both  the  time  and  information  they  need  in  order  improve 
service  delivery  through  a  case  management  system.  By  helping  people 
move  out  of  poverty,  case  management  will  allow  the  Department  to 
better  manage  and  control  caseload  growth. 

Second,  it  fulfills  the  overall  objective  of  the  MPACS  project  by 
furthering  the  integration  of  data  processing  technology  and  support  into 
local  office  operations  and  by  increasing  staff  computer  literacy.  In 
order  to  reduce  the  difficulties  created  by  the  need  to  use  many 
unlinked  systems,  log-on/log-off  procedures  for  current  systems  have 
been  simplified.  Workers  are  able  to  go  from  one  computer  system  to 
another  quickly  and  easily  by  making  selections  from  a  master  "menu"  on 
the  terminal  screen. 

Third,  once  the  software  development  component  of  the  MPACS  project 
is  completed  and  implemented  (Phases  V  and  VI  of  MPACS)  and  MPACS 
becomes  operational  and  eventually  certified  (Phase  VII),  this  enhanced 
data  communications  network  will  be  used  to  enable  local  offices  to 
access  the  new  MPACS  software.  The  Department's  current  investment 
in  terminals,  printers  and  related  communications  equipment  will, 
therefore,  serve  as  the  foundation  of  the  MPACS  communications 
network.  Having  this  network  in  place  will  facilitate  a  smoother 
transition  to  the  MPACS  environment. 
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o  Phase  IV  -  Transition  Contract  for  Integration  Procurement.  The 
Department  had  planned  to  select  an  operations  firm  to  operate  MPACS 
once  the  system  was  developed  fully  by  Consultec  With  the  termination 
of  the  Consultec  contract,  an  operations  firm  will  be  selected  sooner  and 
will  be  responsible  for  completing  the  Detailed  Systems  Design  as  well  as 
handling  operations.  During  FY88,  the  Department  will  select  a  Techni- 
cal Assistance  contractor  to  revise  the  MPACS  Advanced  Planning 
Document  (APD)  to  include  the  design  responsibilities  that  will  be 
performed  by  the  Service  Bureau.  This  contractor  will  also  assist  the 
Department  in  preparing  the  Request  for  Proposal  (RFP),  and  evaluation 
criteria  for  the  competitive  procurement  of  the  Service  Bureau. 

-  Revision  of  the  MPACS  Advance  Planning  Document  (APDV  The 
MPACS  APD  will  be  revised  to  reflect  the  technical  design 
responsibilities  that  are  now  being  assumed  by  the  Service  Bureau.  It 
will  also  be  revised  to  reflect  new  federal  performance  guidelines,  as 
well  as  up-to-date  agency,  administration,  and  legislative 
requirements.  The  revised  APD  then  will  be  submitted  to  the  federal 
government  for  approval. 

-  Preparation  of  the  Service  Bureau  Request  for  Proposals  (RFF).  The 
responsibilities  of  the  Service  Bureau  for  the  technical  design  and 
operation  of  MPACS  will  be  developed.  These  will  include  the 
performance  standards  and  cost  specifications  with  which  the  Service 
Bureau  must  comply.  The  RFP  and  evaluation  criteria  for  the 
competitive  procurement  of  the  Service  Bureau  will  be  prepared. 

Funding  requested  for  FY89  will  support  the  continuation  and  completion  of 
the  transition  contract  and  allow  the  Department  to  begin  Phase  V  of  MPACS, 
Detailed  Design  and  Development.  Department  systems  staff  will  be  responsible 
for  monitoring  the  performance  of  all  outside  contractors,  checking  for 
adherence  to  contract  specifications,  and  assuring  the  compatibility  of  the 
system's  technical  design  with  Department  needs.  Phase  V  will  include  the 
core  eligibility  determination  functions  (intake  and  on-going),  the  financial 
information  functions  (benefits  issuance,  reconciliation  of  Department  financial 
records  with  those  of  the  Comptroller,  financial  reports  issuance),  and  the 
managerial  information  functions  (provision  of  detailed  reports  on  clients  and 
on  agency  operations)  of  MPACS,  as  well  as  detailed  design  and  development 
of  the  Department's  new  integrated  eligibility  computer  file.  All  information 
collected  on  all  clients  with  MPACS  will  be  stored  in  one  centralized  easy-to- 
access  database.  Phase  VI  will  include  the  implementation  and  testing  of  the 
new  system.  Phase  VII  will  focus  on  federal  certification  and  the  operation  of 
the  completed  system  which  is  scheduled  to  begin  by  the  end  of  FY90. 
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FY89  BUDGET  REQUEST 

Subsidiary Component FY89  Request 

03  Contracts  $698,250 

This  subsidiary  will  fund  FY89  data  processing  service  contracts  including 
full  year  funding  for  the  Technical  Assistance  contractor  who  will  begin  work 
in  the  last  quarter  of  FY88.  The  contractor  will  revise  the  MPACS  Advanced 
Planning  Document  (APD),  and  prepare  the  RFP  and  evaluation  criteria  for  the 
competitive  procurement  of  the  Service  Bureau  (Phase  IV  of  MPACS).  This 
subsidiary  also  funds  the  cabling,  engineering,  electrical,  HVAC,  and 
architectural  consultants  required  for  the  retrofitting  of  local  offices. 

12  Maintenance  &  Repairs  $125,500 

This  subsidiary  will  fund  the  FY89  costs  for  maintenance  agreements  for 
ongoing  equipment  purchases  associated  with  the  EAS  project. 

14  Office  Operations  $78£50 

This  subsidiary  will  fund  the  operation  of  dedicated  data  lines  from  the 
Department's  local  offices  to  the  OMIS  mainframe  computers  in  Boston.  The 
FY89  request  includes  the  cost  of  data  lines  that  are  to  be  installed  as  part  of 
the  implementation  of  the  EAS  project. 

15  Data  Processing  Equipment  Purchase  $974,458 

This  subsidiary  will  fund  the  ongoing  purchase  of  terminals,  printers,  con- 
trollers required  to  provide  Easy  Access  (EAS)  to  current  systems  and  to 
support  the  MPACS  development  effort.  Upon  completion  of  the  EAS  project 
the  Department  plans  to  have  installed  1500  terminals  and  related  hardware 
throughout  its  more  than  60  local  offices.  In  FY88,  or  Year  two  of  EAS,  the 
Department  will  have  purchased  approximately  325  terminals  and  related 
hardware.  Funding  in  FY89  will  support  the  purchase  of  approximately  550 
terminals  and  related  hardware  for  the  EAS  project. 


TOTAL  $L877,058 
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SPECIAL  REPORT  ON  SAVINGS  AND  REVENUE 


Over  the  last  six  years,  the  Department  of  Public  Welfare  has  implemented 
an  ambitious  agenda  of  savings  and  revenue  initiatives,  helping  to  control 
expenditures  and  to  finance  critical  increases  in  services  and  benefits  that 
in  turn  help  the  Department's  clients  find  i-  route  out  of  povcr'j  Ir  FYS8, 
savings  and  revenue  projects  (excluding  federal  revenue)  will  total  $578 
million,  up  dramatically  since  FY83  when  the  total  yield  was  only  $92.1 
million,  as  shown  below: 
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THE  NEED  FpR  RAVINGS  AND  REVENUE 

The   Department's   savings   and   revenue   agenda   is   designed   to   meet   four   major 
objectives: 

o    Financing  Anti-Povertv  Initiatives 

In  response  to  federal  cutbacks  starting  in  1981,  many  states 
throughout  the  country  have  been  struggling  to  assume  a  larger  share 
of  the  costs  of  creating  routes  out  of  poverty  for  their  most 
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economically  dependent  citizens.  In  the  face  of  lagging  economies, 
however,  few  states  have  been  able  to  count  on  substantial  new  revenues 
to  offset  federal  cuts.  As  a  result,  some  have  been  forced  to  curtail  the 
investments  they  had  been  making  in  programs  aimed  at  building  self- 
sufficiency,  while  others  have  also  moved  to  cut  basic  assistance 
programs. 

With  the  support  of  the  Administration  and  the  Legislature,  the 
Massachusetts  Department  of  Public  Welfare,  on  the  other  hand,  has 
pursued  an  ambitious  agenda  of  savings  and  revenue  initiatives  to  fill  in 
the  gaps  left  by  federal  cutbacks  and  to  develop  new  anti-poverty 
initiatives. 

Since  FY84,  savings  have  increased  an  average  of  $99  million  a  year. 
In  FY88,  savings  and  revenue  projects  (excluding  federal  revenue)  will 
total  $578  million  in  new  and  continuing  savings,  offsetting  the  costs 
associated  with  the  new  initiatives.  These  have  included  cost  of  living 
increases  for  AFDC  and  GR  clients,  expanded  programs  for  the  homeless, 
improved  health  care  services  through  Health  Choices,  and  additional 
voucher  day  care  slots. 

o    Improving  Management  and  Services 

In  addition  to  helping  to  finance  critical  client  service  initiatives,  many 
parts  of  the  savings  agenda  are  themselves  initiatives  to  improve  service 
delivery.  Perhaps  the  most  prominent  example  is  ET.  As  part  of  the 
savings  agenda,  ET  provides  a  wide  range  of  employment  and  training 
services  that  have  allowed  over  45,000  welfare  recipients  to  find  jobs, 
with  over  70%  of  them  now  off  welfare  and  self-sufficient,  saving  $132 
million  after  subtracting  the  costs  of  the  program  in  1987  alone. 

o    improving  Cost-Effectiveness  of  Agency  Operations 

Besides  financing  expanded  services,  savings  and  revenue  initiatives  are 
essential  to  maintaining  the  Department's  current  level  of  services  to  its 
clients  and  ensuring  that  inflationary  cost  increases  (which  contribute 
nothing  to  improved  services)  do  not  consume  available  growth  funds.  A 
strong  savings  program  that  holds  Department  managers  responsible  for 
outcomes  forces  them  to  identify  inefficiencies  in  program  operations 
and  develop  innovative  savings  solutions  that  improve  the  Department's 
ability  to  deliver  the  same  services  more  cost-effectively.  Such  efforts 
are  particularly  important  for  the  Medicaid  program,  the  single  largest 
item  in  the  state  budget.  Medicaid  savings  are  essential  to  offset  at 
least  some  of  the  more  than  $100  million  or  more  in  annual  inflation  and 
rate  increase  costs  each  year. 

The  Department's  total  savings  and  revenue  agenda  has  contributed 
significantly  to  reducing  welfare  spending  as  a  percentage  of  total  state 
spending  from  26%  in  FY83  to  22%  in  FY87: 
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o    Ensuring  that  the  Department  is  the  Payer  of  Last  Resort 

A  major  driving  force  behind  growth  in  the  Department's  savings  and 
revenue  agenda  is  a  strong  commitment  to  holding  third  parties 
responsible,  when  appropriate,  for  covering  (he  costs  of  services 
provided  to  clients.     Efforts  to  ensure  third  party  responsibility  include: 

-  Medicaid's  Third  Party  Liability  program,  which  identifies 
recipients  with  other  medical  insurance  resources  and  collects 
payments  from  those  insurers; 

-  Child  Support  enforcement,  which  seeks  to  hold  absent  parents 
responsible  for  the  financial  support  of  their  children;  and 

-  Maximizing  federal  revenue:  in  the  face  of  federal  cuts  in  anti- 
poverty  programs,  the  Department  has  worked  aggressively  to 
maximize  federal  revenue  for  programs  that  remain  federally 
reimbursable. 
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SAVINGS  AND  REVENUE  PRIORITIES  AND  PERFORMANCE 

The  Department  concentrates  its  savings  efforts  in  the  following  areas: 

o  Medicaid.  To  control  Medicaid  spending,  the  Department  has 
implemented  an  integrated  utilization  control  program  patterned  after 
programs  in  the  private  insurance  industry.  There  savings  efforts  are 
distinguished  by  the  point  at  which  they  review  service  delivery.  For 
example,  the  Department's  proposal  for  a  new  Medicaid  identification 
card  (known  as  Smartcard)  would  enable  Medicaid  providers  to  verify 
recipient  eligibility  more  accurately  and  easily  before  health  care 
services  are  delivered  rather  than  after  the  fact,  when  bills  are  received 
by  the  Department.  The  high  cost  case  management  program  develops 
cost-effective  treatment  plans  during  catastrophic  illness,  while  the 
Department's  traditional  audit  program  continues  to  review  provider 
financial  and  clinical  records  after  services  are  delivered  in  order  to 
control  billing  errors,  fraud  and  inappropriate  medical  practices.  In 
FY87,  the  Department  realized  $288  million  in  new  and  continuing 
savings  from  these  programs  and  is  projecting  an  additional  $49.5  million 
in  savings  in  FY88. 

o  Employment  and  Training.  The  Department's  Employment  and  Training 
program  (ET)  provides  the  training  and  support  services  necessary  to 
find  jobs  with  full-time  starting  salaries  averaging  $13,500  a  year,  almost 
twice  the  maximum  annual  cash  welfare  grant.  Operating  under  the 
assumption  that  our  clients  would  rather  work  than  remain  on  welfare, 
ET  has  become  a  nationally  recognized  model  of  how  to  run  a  successful 
employment  and  training  program.  Even  after  deducting  the  cost  of  the 
program,  ET  saved  $132  million  in  FY87  alone  in  reduced  welfare 
benefits  and  increased  tax  revenues. 

o  Child  Support.  Beginning  in  FY88,  the  Department  of  Revenue  assumed 
responsibility  from  the  Welfare  Department  for  collecting  child  support 
payments  from  absent  parents  on  behalf  of  AFDC  families.  For  FY88, 
the  Department  of  Revenue  has  committed  to  collecting  $63  million, 
which  is  used  by  the  Welfare  Department  to  offset  AFDC  expenditures. 
While  these  collections  are  an  important  part  of  the  Welfare 
Department's  savings  and  revenue  agenda,  only  the  cases  that  actually 
close  off  welfare  through  aggressive  child  support  enforcement 
contribute  to  Department  efforts  to  help  families  become  self-sufficient. 
Savings  from  5,600  such  closings  in  FY87  totaled  some  $10  million. 

o  Finance  Collections.  The  Finance  Division  is  responsible  for  the 
recoupment  of  overpayments,  the  recovery  of  liens  and  assignments,  and 
the  collection  of  retroactive  SSI  payments  for  General  Relief  recipients. 
Most  of  the  money  collected  is  credited  to  the  Medicaid  account,  thus 
reducing  the  need  for  additional  state  funds.  Finance  collections  totaled 
$44  million  in  FY87  and  are  projected  to  net  $50  million  in  FY89. 

o  Federal  Revenue.  The  Department  returns  about  45%  of  its 
expenditures  to  the  general  fund  in  the  form  of  federal  reimbursement. 
Thus  the  net  cost  to  the  state  of  every  dollar  the  Department  spends  is 
only  fifty-five  cents.  In  addition  to  claiming  basic  federal  financial 
participation    for    its    major    assistance    programs,    the    Department    also 
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pursues  special  revenue  projects  that  enable  the  state  to  receive 
reimbursement  on  costs  that  were  previously  not  reimbursed  These 
projects  can  range  from  aggressive  legal  challenges  to  federal  decisions 
disallowing  costs  to  simply  identifying  for  reimbursement  costs  that 
would  otherwise  not  have  been  claimed.  Federal  revenue  for  FY87 
totaled  $1.03  billion,  and  for  FY88  should  total  $1.13  billion. 

Specific  savings  and  revenue  initiatives  are  discussed  in  the  following  sections. 
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MEDICAID  SAVINGS 


Nowhere  is  the  importance  of  savings  and  revenue  activity  in  the  agency 
greater  than  in  the  Medicaid  program  —  projected  at  $1.6  billion  for  FY89, 
Medicaid  is  the  largest  line  item  in  the  state  budget  If  left  unmanaged,  the 
Medicaid  budget  alone  could  absorb  all  new  money  available  to  the 
Department,  and  a  substantial  portion  of  the  Commonwealth's  growth  revenue. 

In  response  to  this  fiscal  reality,  the  Department  has  developed  and 
implemented  an  annual  Medicaid  savings  and  expenditure  control  agenda  for  a 
number  of  years  with  increasing  success: 

o    Medicaid  savings  have  grown  from  $11  million  in  FY82  to  $288  million  in 
FY87,  and  are  projected  at  $338  million  in  FY88; 

o    Medicaid  spending  growth  has  been  contained  to  6-7%  annually,   compared 
to  growth  in  national  health  care  spending  of  8.6%. 

The  chart  below  illustrates  the  growth  of  Medicaid  savings  from  FY82  to  FY88. 
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The  Medicaid  savings  agenda  has  been  instrumental  in  containing  Medicaid 
spending  and  in  ensuring  that  health  care  utilization  in  the  Medicaid  program 
results  in  both  high  quality  and  cost-effective  care  for  the  Commonwealth's 
elderly,  disabled  and  low-income  residents.  To  accomplish  this,  the  Department 
has  implemented  the  following  general  strategies: 

o    A    comprehensive    and    integrated    utilization    review    and    control    program 
patterned  after  programs  in  the  private  insurance  industry; 
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o    Aggressive  \Kt$  party  liability  and  provider  audit  programs:  and 

o  A  sophisticated  Medicaid  Management  Information  System  (MMIS'l  with 
checks  and  edits  that  deny  inappropriate  billing. 

These  strategies  are  comprised  of  expenditure  control  programs  that  review 
service  delivery  at  different  stages  of  care: 

o  Before  Service  Delivery:  through  such  programs  as  Smartcard,  pre- 
admission screening,  performance-based  contracting,  prior  approval,  third 
party  liability  and  second  opinion; 

o  Poring  Service  Delivery:  through  high  cost  case  management, 
prepayment  claim  review,  concurrent  utilization  review,  and 

o  After  Service  Delivery:  through  financial  audits,  program  audits, 
provider  education,  and  MMIS. 

In  FY89,  the  Department  will  continue  to  review  utilization  of  Medicaid 
reimbursable  services  and  target  the  most  appropriate  control  programs  to 
these  services.  This  integrated  utilization  and  expenditure  control  effort  will 
include  a  number  of  specific  initiatives.  The  most  significant  are  described 
below. 


REVIEWING  BEFORE  SERVICE  DKIJVRBV 

Smartcard 

In  FY89,  the  Department  will  complete  its  development  of  the  Smartcard 
recipient  eligibility  verification  project  and  will  begin  operation  of  the 
system.  The  Department  will  save  nearly  $8  million  in  inappropriate  Medicaid 
expenditures  annually  from  this  project.  Smartcard  will  replace  the 
approximately  450,000  paper  ID  cards  issued  each  month  with  a  system  that 
includes  the  following  features: 

o    Plastic  photo  ID  cards  with  a  life  span  of  four  years; 

o    Telephone  access  by  all  providers; 

o  Remote  terminals  in  provider  offices  with  on-line  access  to  recipient 
eligibility  information  for  high  volume  providers;  and 

o  Dedicated  lines  for  selected  very  high  volume  providers  (e.g.,  hospitals, 
pharmacies),  allowing  access  to  the  network  directly  from  the  provider's 
own  data  processing  system. 

The  paper  Medicaid  card  is  now  a  provider's  primary  source  of  recipient 
eligibility  information.  Although  the  card  is  issued  monthly,  eligibility  may 
expire  any  time  during  the  month.  Should  eligibility  be  terminated  prior  to 
the  end  of  the  month,  there  is  currently  no  method  available  to  prohibit  use 
of  an  issued  card  for  the  balance  of  the  month. 
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The  plastic  photo  ID  Smartcard  will  enable  Medicaid  providers  to  verify 
recipient  eligibility  before  health  care  services  are  delivered  rather  than  after 
the  fact,  when  bills  are  received  by  the  Department.  Through  either  a  small 
remote  terminal,  a  touchtone  telephone,  or  a  dedicated  line,  providers  can 
access  the  system  to  determine  whether  the  recipient  is  still  eligible  for 
Medicaid  The  photo  provides  an  irrefutable  source  of  identification  and  the 
on-line  inquiry  allows  access  to  the  most  current  eligibility  information; 
prospective  inquiry  thus  eliminates  claims  for  services  to  ineligible  recipients. 
Such  a  system  represents  the  state  of  the  art  in  eligibility  verification  and 
either  has  already  been  implemented  or  is  under  development  in  several  states, 
including  New  York,  New  Jersey,  and  Maryland 

The  Department  would  realize  substantial  savings  by  enforcing  day-specific 
eligibility,  which  eliminates  payment  for  services  to  individuals  whose  benefits 
expire  during  the  month.  A  more  reliable  method  for  obtaining  current 
eligibility  information  would  also  improve  the  relationship  between  the 
Department  and  providers. 

Other  important  benefits  of  Smartcard  are: 

o    Improved   card   security   through   photo   IDs   which   reduce   mis-utilization   of 
lost,  stolen,  or  loaned  cards; 

o    Better    access    to    health    care    for    eligible    recipients,    as    providers    can 
obtain  immediate  definitive  proof  of  client  eligibility, 

o    Elimination    of   80.000   telephone   inquiries   a   year   from   Medicaid   providers 
to  MMIS  regarding  client  eligibility  status;  and 

o    Decreased    administrative    burdens    for    providers    because    claim    processing 
problems  are  reduced. 

Pre-Admission  Screening 

Acute  hospital  expenditures  represent  24%  of  total  Medicaid  expenditures. 
Inappropriate  hospital  admissions  are,  therefore,  of  great  concern  to  the 
Department.  A  recent  study  found  that  as  many  as  25%  of  a  sample  of 
Medicaid  elective  admissions  were  not  medically  necessary  and  could  have  been 
delayed  or  avoided.  Furthermore,  14%  of  Medicaid  admissions  and  10%  of 
acute  hospital  inpatient  days  were  considered  inappropriate.  To  remedy  this 
situation,  the  Department  has  implemented  a  hospital  pre-admission  screening 
program,  an  approach  commonly  employed  by  the  private  insurance  industry. 

The  goal  of  the  Department's  pre-admission  screening  program  is  to  ensure 
that  medical  and  surgical  services  are  provided  in  the  most  appropriate  and 
cost-effective  setting.  The  program  requires  providers  proposing  acute 
hospitalizations  to  contact  the  Department's  contractor  for  screening  before 
an  elective  admission,  or  two  days  after  an  urgent  or  emergency  admission. 
Reviewers  employed  by  the  contractor  then  apply  clinical  criteria  and  make 
determinations  which  are  reviewed  by  a  physician  if  the  admitting  provider 
does  not  agree.  If  the  admitting  provider  still  does  not  agree  with  the 
screening  team's  determination  after  this  consultation,  the  case  is  targeted  for 
concurrent  or  retrospective  review  through  the  Department's  utilization  review 
program. 
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The  preadmission  screening  program  results  in  savings  at  three  levels: 

o    Fewer  inappropriate  admissions  are  proposed; 

o    Providers    accept    the    nurse    reviewers'    recommendations    to    reduce    a 
length  of  stay  or  select  alternative  treatment  setting; 


o 


Targeted     admissions     and     portions     of     admissions     are     reviewed 
retrospectively  and  disallowed  if  found  to  be  necessary. 


The  private  health  insurance  industry  has  pioneered  prospective  review 
programs  and  studies  have  indicated  that  such  programs  have  been  successful 
in  both  the  private  and  public  sectors.  For  example,  Kentucky  implemented  a 
pre-admission  screening  program  in  1983  and  realized  a  10.6%  drop  in 
admissions  for  Medicaid  recipients  during  the  first  year  of  its  program.  In  the 
private  sector,  Chrysler  claims  its  pre-admission  screening  program  for 
employees  saved  $32  million  during  the  first  year  of  the  program. 

Although  the  Medicaid  pre-admission  screening  program  was  in  full  operation 
for  only  six  months  in  FY87  and  included  only  elective  admissions,  it  saved  the 
Department  over  $2  million  in  acute  inpatient  hospital  expenditures.  FY88 
savings  are  projected  at  over  $4  million.  In  FY88  and  FY89,  the  Department 
will  expand  the  list  of  admissions  that  will  be  subject  to  pre-admission 
screening,  and  will  refer  more  of  these  admissions  to  other  programs  such  as 
utilization  review  and  high  cost  case  management. 

Performance-Based  ContTarrinp  for  Medicaid  Services 

In  FY89,  the  Department  is  proposing  to  selectively  contract  on  a 
performance  basis  for  certain  medical  services.  Performance-based  or 
selective  contracting  controls  utilization  before  services  are  delivered  by 
restricting  reimbursement  to  particular  providers  who  can  meet  performance 
standards  set  by  the  Department,  namely  delivering  high  quality  care  cost- 
effectively.     Performance  based  contracts  achieve  savings  by: 

o    Eliminating  excessively  costly  or  poor  quality  providers; 

o    Limiting    rates    to    negotiated    discounts    for    such    high    volume    purchases 
as  medical  equipment  or  supplies. 

From  experience,  the  Department  has  learned  that  volume  purchasing  can  lead 
to  significant  savings.  For  example,  since  1981,  the  Department  has  been 
paying  negotiated  volume  discount  prices  to  a  single  eyeglass  distributor  at  40% 
below  the  rate  set  by  the  Rate  Setting  Commission.  The  Department  saved 
nearly  $1  million  in  FY87  alone  through  this  program. 

Transportation 

In  FY87,  the  Department  spent  nearly  $17  million  on  transportation  services 
such  as  taxi,  dial-a-ride  chair  car,  and  ambulance.  To  better  control 
expenditures  and  the  range  of  transportation  services  offered,  the  Department 
has  begun  to  develop  performance-based  selective  contracts  for  certain  types 
of  transportation  services  in  three  areas  of  the  state.  In  such  a  system,  a 
single    contractor    sub-contracts    for    all   forms    of   transportation    and    arranges    all 
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trips  for  recipients  through  the  most  appropriate  mode  of  transportation 
available.  This  system  will  also  reduce  local  office  paperwork  and  allow  field 
staff,  who  now  authorize  transportation,  more  time  for  other  case  management 
responsibilities.  The  Department  estimates  that  selective  contracting  would 
reduce  FY89  transportation  costs  significantly  and  would  also  improve  client 
access  to  health  care  without  causing  any  reduction  in  the  quality  of 
transportation  services. 

Dental  Services 

In  FY89,  the  Department  will  request  and  evaluate  proposals  from  private 
insurance  companies  to  underwrite  a  dental  insurance  plan  for  the  Medicaid 
population  and  to  provide  dental  services  through  performance-based  contracts. 
These  contracts  may  result  in  lower  overall  expenditures  for  dental  services 
because  the  contractors,  who  will  be  responsible  for  coordinating  and  providing 
all  dental  care,  will  naturally  place  an  increased  emphasis  on  preventive 
services.  They  will  also  have  the  purchasing  power  to  buy  services  and 
supplies  at  negotiated  volume  discounts.  The  decision  to  contract  for  dental 
services  through  such  risk-based  capitation  contracts  will  ultimately  depend  on 
the  Department's  assessment  of  the  cost  effectiveness  of  the  proposals 
received,  including  the  range  of  services  offered,  the  rates  for  those  services 
in  the  first  years  of  implementation,  utilization  control  mechanisms,  and 
geographical  access. 

In  addition,  services  under  performance-based  contracts  could  be  expanded  to 
include  more  cost-effective  preventive  types  of  dental  care.  Historically 
Medicaid's  dental  program  has  had  a  restorative  focus  that  does  not  recognize 
the  value  of  preventive  approaches  to  care,  particularly  for  children. 
Expanding  services  such  as  fluoride  treatment,  second  cleanings,  and  dental 
sealants  would  involve  initial  annual  costs  of  $4  million  to  $6  million,  but 
would  result  in  long-run  savings  by  avoiding  costly  cavity  fillings  and  tooth 
extractions. 

Non-hospital  Laboratory  Services 

Performance-based  contracting  for  laboratory  services  is  likely  to  reduce  costs 
paid  by  the  Department  for  some  high-volume  procedures.  At  a  recent  Rate 
Setting  Commission  hearing,  laboratory  providers  testified  that  selective 
contracting  might  result  in  a  25%  reduction  in  freestanding  laboratory  rates. 
Since  four  procedures  accounted  for  almost  one-quarter  of  the  $4.4  million 
spent  by  the  Department  on  laboratory  fees  in  FY86,  a  reduction  of  25%  in  the 
fees  for  these  four  procedures  alone  would  result  in  a  savings  of  $275,000.  A 
reduction  in  rates  paid  to  freestanding  laboratories  could  also  put  pressure  on 
hospital  labs  to  reduce  their  rates. 

Prior  Approval 

To  monitor  and  control  certain  costly  services  before  these  services  are 
delivered,  the  Medical  Assistance  Program  employs  medical  consultants  to 
review  prior  approval  requests.  The  primary  function  of  these  consultants  is 
to: 

o    Review    medical    documentation    for    certain    requested    services,    equipment, 
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or    new    technologies    that    are    approved    for    reimbursement    only    under 
limited  circumstances;  and 

o    Make  recommendations  to  approve,  deny,  or  modify  these  requests. 

The  Department  realizes  significant  savings  through  the  prior  approval  process 
since  requests  for  services  can  be  modified  or  denied  based  on  the  judgment  of 
medical  ccnsulia  i^.  Tbsce  co^suhajits  help  the  Departmer'  to  ensure  that 
Medicaid  recipients  receive  both  appropriate  and  cost-effective  care.  Since 
FY86,  the  Department  has  implemented  a  number  of  management  and  program 
initiatives  that  are  projected  to  increase  the  savings  from  the  prior  approval 
process  by  $6  million,  to  an  annual  value  of  over  $8  million  in  FY88.  These 
initiatives  included: 

o  Promulgation  of  outpatient  department  regulations  that  both  limit  the 
number  of  services  available  over  a  specific  time  period  and  put  prior 
approval  requirements  on  other  services; 

o  Implementation  of  MMIS  enhancements  to  enforce  existing  prior 
authorization  requirements  in  the  mental  health,  dental,  and  therapy 
programs;  and 

o  Development  of  new  criteria  to  better  determine  the  medical  necessity  of 
high  cost  durable  medical  equipment  and  pharmaceuticals. 

The  growth  savings  from  strengthened  prior  approval  procedures  are  illustrated 
below: 
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In  FY89,  the  Department  will  continue  targeting  the  most  appropriate  services 
for  its  prior  approval  program. 

Th;rfl  Party  TiahnifY  (TPL) 

An  estimated  34%  of  Massachusetts  Medicaid  recipients  have  some  form  of 
alternative  or  third  party  health  insurance  coverage  through  Medicare,  Medex, 
Blue  Cross  or  other  resources.  Both  federal  and  stale  Medicaid  regulations 
require  providers  to  bill  all  other  available  sources  of  payment  for  a  recipient's 
care  before  billing  Medicaid  By  identifying  these  other  sources  of  payment  the 
Department  reduces  Medicaid  costs.  Medicaid's  Third  Party  liability  Unit  is 
responsible  for  identifying,  collecting,  and  verifying  third  party  insurance 
information  on  Medicaid  recipients  and  absent  parents  in  order  to  maximize 
Medicaid  savings. 

In  FY84  and  FY85,  the  TPL  unit  had  saved  a  cumulative  total  of  over  $20 
million  in  both  identifications  and  collections,  up  from  less  than  $2  million  in 
FY83.  To  achieve  new  savings  in  FY86,  the  unit  developed  special  TPL 
projects  that  covered  a  broad  range  of  insurance  payers  and  used  innovative 
identification  methods.  These  efforts  proved  to  be  extremely  successful  and 
resulted  in  savings  of  $24  million  in  FY87  alone.  These  special  projects 
include: 

o  Medicare  Maximization:  This  initiative  included  a  major  enhancement  to 
MMIS  files  to  accept  over  13,000  Medicare  Part  A  and  B  policies,  and 
special  projects  to  maximize  Medicare  coverage  in  hospitals,  including 
administrative  days  and  related  ancillaries.  In  FY87  alone  these  projects 
saved  over  $10  million. 

o  Pharmacy  Project:  TPL  staff  identified  payments  made  by  Medicaid  for 
pharmacy  claims  covered  by  Medex.  This  project  yielded  over  $10 
million  in  collections  in  FY86  and  FY87. 

o  Child  Support:  With  the  Child  Support  Enforcement  Unit,  the  TPL  unit 
has  aggressively  identified  cases  with  third  party  insurance  and  has 
participated  in  such  special  projects  as  mailing  53,000  letters  to  absent 
parents  to  request  insurance  information.  Savings  in  FY86  and  FY87 
have  totaled  over  $2  million  from  these  projects. 

By  the  end  of  FY87,  through  the  special  projects  discussed  above  and  through 
aggressive  identification  efforts,  the  number  of  recipients  in  the  TPL  file  with 
active  insurance  information  increased  to  almost  53,000.  This  is  three  times 
the  number  of  identifications  on  file  at  the  end  of  FY83,  and  represents  an 
estimated  80%  of  Medicaid  recipients  with  private  third  party  insurance.  In 
FY89,  the  Department  will  maintain  this  active  insurance  file  and  devote 
efforts  to  the  type  of  special  collections  projects  that  have  been  successful  in 
previous  years. 
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The  chart  below  illustrates  the  success  of  TPL  since  FY83. 
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Second  Surgical  Opinion 

The  Massachusetts  Legislature  mandated  in  1976  that  the  Department  of  Public 
Welfare  require  a  second  opinion  for  certain  elective  procedures  covered  by 
the  Medicaid  program.  Since  1977,  the  Department  has  operated  a  second 
opinion  program  for  designated  elective  surgical  procedures.  The  program 
requires  physicians  proposing  one  of  these  procedures  to  contact  the 
Department's  contractor  to  arrange  for  a  second  opinion.  Once  the  second 
surgeon  makes  a  determination  on  the  proposed  procedure  (either  confirms  or 
denies  the  need  for  surgery),  the  process  is  completed  and  the  surgery  is 
approved  for  reimbursement  if  it  is  performed. 

In  1978,  the  Department  was  awarded  a  grant  by  the  Federal  Health  Care 
Financing  Administration  to  study  the  effects  of  the  second  opinion  program 
on  surgery  rates  and  Medicaid  costs.  This  study  found  that  Medicaid  surgery 
rates  for  procedures  covered  by  the  second  opinion  program  were  reduced  by 
as  much  as  19.7%  statewide.  The  study  also  made  several  recommendations, 
including  centralized  administration  of  the  program,  which  the  Department  has 
adopted  to  improve  the  program's  efficiency.  In  FY89,  the  Department  will 
continue  operating  its  second  opinion  program  for  elective  surgery  and  will 
continue  examining  the  management  of  the  program  to  maximize  its 
effectiveness. 
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REVIEWING  DURING  SERVICE  pFTJypRV 
CggC   Mgnafympi(    fflr   High    Cffit   ftlnesSCS 

Department  studies  have  found  that  1%  of  Medicaid  recipients  are  responsible 
for  25%  of  Medicaid  expenditures.  Similar  patterns  are  found  in  the  expendi- 
tures of  private  insurers  who  have  responded  by  offering  case  management 
services  to  their  beneficiaries.  Case  management  is  the  systematic 
coordination  of  care  for  high  cost  illnesses.  It  involves  assessment  and 
development  of  treatment  plans  that  improve  quality  of  care  and  also  control 
costs.  Two  types  of  illness  benefit  particularly  from  case  management:  sudden 
catastrophic  problems  with  significant  complications  and  long  hospital  episodes, 
and  chronic  illnesses  with  repeated  hospitalizations.  In  these  cases,  cost  of 
medical  care  is  controlled  through: 

o    Reductions    in    length    of   stay    in    specialized    units    and    rehabilitation/long 
term  care  units; 

o    Home  health  care  services  in  lieu  of  hospitalization;  and 

o    Decreased  costs  of  equipment  and  supplies. 

In  the  private  sector,  the  average  rate  of  return  among  case  management 
programs  that  cover  a  broad  range  of  diagnoses,  including  psychiatric  condi- 
tions, is  four  dollars  for  every  dollar  spent. 

In  FY89,  the  Department  is  proposing  to  continue  its  case  management 
program  for  high  cost  hospitalizations.  This  program,  which  will  begin  in 
FY88,  will  cover  at  least  500  cases  in  FY88,  for  projected  savings  of  $2-4 
million.  As  the  Department  gains  experience,  more  of  these  high  cost  cases 
will  be  targeted  for  case  management  during  a  catastrophic  illness,  ensuring 
that  services  are  provided  in  the  most  appropriate  and  cost-effective  setting. 
There  will  be  a  number  of  specific  high  cost  target  populations,  such  as  AIDS 
patients  and  infants  in  neonatal  intensive  care  units,  for  which  the  Department 
will  encourage  care  at  home  and  in  hospices. 

mnirflfipn  Review 

One  of  the  most  common  and  successful  methods  of  controlling  inappropriate 
hospital  expenditures,  employed  by  both  Medicare  and  the  private  insurance 
industry,  is  utilization  review.  Medicaid's  utilization  review  program  monitors 
admissions  that  have  been  specifically  targeted  by  the  pre-admission  screening 
program,  and  other  admissions  which  are  identified  through  Department 
payment  reports. 

The  hospital  utilization  review  program  has  always  involved  on-site  visits  by  a 
team  of  registered  nurses  and  a  physician  who  examine  a  sample  of  medical 
records  for  medical  necessity  and  appropriateness  of  stay.  Disagreements  over 
the  amount  a  hospital  billed  the  Department  are  considered  overpayments, 
which  the  Department  recovers  after  allowing  hospitals  an  opportunity  to 
appeal  or  negotiate  a  settlement. 
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In  FY88,  the  utilization  review  program  changed  from  an  entirely  retrospective 
focus  based  on  samples  of  hospital  discharge  data,  to  one  that  includes: 

o  Ancillary  reviews  (e.g.,  lab  procedures  and  x-rays)  associated  with  a 
hospital  stay.  This  enables  the  Department  to  control  a  larger  portion 
of  hospital  expenditures.  While  most  hospital  stays  are  appropriate, 
some  related  ancillary  treatment  practices  are  not. 

o  Concurrent  reviews,  performed  during  the  hospital  stay.  These  are 
more  effective  both  clinically  and  administratively.  They  avoid  after- 
the-fact  disagreements  and  a  costly  recovery  process. 

The  Department  is  projecting  over  $3  million  in  Medicaid  savings  through  its 
utilization  review  program  in  FY88.  In  FY89,  the  Department  will  continue 
targeting  cases  identified  through  the  pre-admission  screening  process  so  as  to 
maximize  the  cost  effectiveness  of  utilization  review. 


REVIEWING  AFTER  SERVICE  DFI.TVFRV 

Provider  Reviews 

Retrospective  reviews  and  audits  of  health  care  providers  are  commonly 
employed  by  the  private  health  insurance  industry  and  Medicare  to  ensure  high 
quality  care  delivery  and  appropriate  billing.  Consistent  with  this  practice,  the 
Department  reviews  provider  financial  and  clinical  records  after  services  have 
been  delivered  to  control  provider  billing  errors,  abuse,  fraud,  and 
inappropriate  medical  practices.  Since  FY83,  the  Department  has  expanded 
the  scope  and  savings  potential  of  its  review  and  audit  operations  —  in  FY87 
$13  million  in  overpayments  were  collected,  nearly  a  500%  increase  over  the 
$23  million  collected  in  FY83.  The  chart  on  the  next  page  illustrates  the 
success  of  provider  audits  since  FY83. 
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This  success  is  attributable  to  several  factors,  including: 

o  Hiring  staff  with  medical  and  financial  expertise  to  conduct  better  and 
more  efficient  audits; 

o  Contracting  with  Certified  Public  Accountant  firms  to  perform 
specialized  financial  audits  in  acute  hospitals,  chronic  hospitals,  and 
laboratories; 

o  Improving  communications  with  other  agencies  involved  in  the  audit 
process,  especially  the  Attorney  General's  office  and  the  Rate  Setting 
Commission;  and 

o  Shifting  the  emphasis  of  provider  review  activities  from  non-institutional 
to  institutional  providers,  which  represent  80  percent  of  program 
expenditures. 

In    FY89    the    Department    will    continue    its    provider    audit    program    and    will 
target  certain  services  and  provider  types  for  special  collection  projects. 
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Provider  Education 

Another  initiative  that  has  proven  to  be  a  successful  cost  control  strategy  for 
the  private  insurance  industry  is  provider  education.  The  goal  of  provider 
education  is  to  reduce  excessive  and  inappropriate  delivery  of  services  through 
a  combination  of  education,  monitoring,  and  audits.  This  approach  involves 
analysis  of  provider  treatment  patterns,  and  reviewing  a  provider's  claims 
history  after  services  have  been  delivered.  For  example,  the  results  of  one 
initial  survey  in  a  particular  geographic  area  found  that  residents  were 
hospitalized  for  bronchitis  and  asthma  twice  as  often  as  the  state-wide  average 
for  these  diseases.  Medicaid  recipients,  however  were  hospitalized  five,  times 
more  often  than  state-wide  averages  while,  all  other  residents  in  that  area 
were  admitted  only  twice  as  often.  On  the  other  hand,  in  this  same 
geographic  area,  children  with  Enteritis  were  hospitalized  at  a  much  lower  rate 
than  expected,  suggesting  possible  access  problems. 

Such  surveys  are  the  basis  for  a  series  of  reports  on  treatment  practice 
patterns  that  are  issued  to  relevant  professional  organizations  and  key 
individual  providers.  These  reports  will  also  be  used  to  support  changes  in 
Medicaid  administrative  and  reimbursement  regulations  to  promote  more 
appropriate  utilization. 

In  FY89,  the  Department  proposes  to  continue  its  provider  education  initiative 
to  include: 

o    Development  of  new  provider  practice  pattern  reports; 

o    The  introduction  of  recipient  education  reports; 

o  The  use  of  results  from  acute  hospital  reviews  to  target  related 
providers  (such  as  physicians  and  pharmacists)  for  intervention. 

In  addition,  the  Department  proposes  to  engage  physicians  to  meet  with 
Medicaid  providers  to  discuss  the  medical  necessity  of  certain  clinical 
procedures.  The  use  of  physicians  would  enhance  the  credibility  of  the 
education  effort  and  more  effectively  influence  physician  behavior. 

Medicaid  Managgmen|  Information  System  (MMIS) 

After  two  previous  attempts  in  the  1970s,  the  Department  successfully 
developed  and  implemented  its  MMIS  claims  processing  system  in  1983.  The 
new  system: 

o    Replaced  an  antiquated,  three-tiered  bill  paying  system; 

o  Achieved  $56  million  in  Medicaid  savings  during  its  first  full  year  of 
operation  and  increased  savings  each  year,  thanks  to  new  edits  and 
enhancements; 

o    Denied  twice  as  many  inappropriate  claims  as  its  predecessor;  and 

o  Can  process  95%  of  bills  in  less  than  30  days,  faster  than  many  private 
insurers. 
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The  chart  below  illustrates  the  success  of  MMIS  since  it  became  operational: 


MMIS  SAVINGS 

FY84-FY87 


80 


w    60 

— -> 

O 

Q 

O    40 

m 

C 
o 


S    20 


56 


37 


"mm 


■■■ 


X 


-.:. 


:  ..■-,:■■:■:■ 


FY84 


FY85 


FY86 


FY87 


In  FY89,  the  Department  will  continue  to  use  the  Medicaid  Management 
Information  System  (MMIS)  as  an  important  resource  for  achieving  savings. 
Equally  important  will  be  efforts  to  design  an  improved  successor  system  to 
the  current  MMIS.  The  MMIS  vendor  contract  expires  on  May  31,  1989  and 
the  Department  has  started  a  competitive  bid  process  so  that  a  new  contract 
can  be  awarded  for  FY89.  The  new  MMIS  contractor  will  continue  to 
contribute  to  the  Medicaid  savings  agenda  both  directly,  through  new  editing 
capabilities,  and  indirectly,  through  improved  technical  systems  support. 
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ET  CHOICES 


In  FY89,  ET  will  reach  its  first  five  year  goal  of  placing  50,000  welfare 
recipients  into  unsubsidized  jobs;  the  Department  is  now  setting  management 
priorities  and  goals  for  the  next  five  years.  With  the  support  of  the 
Administration  and  the  Legislature,  the  Department  will  need  to  target  more  of 
its  resources  on  the  hardest  to  serve  welfare  recipients,  who  are  least  likely 
to  leave  welfare  on  their  own,  while  also  working  to  increase  the  quality  of 
jobs  (Le.,  higher  wages  and  better  health  benefits).  Although  this  effort  will 
require  sustained  commitment  of  up-front  resources,  the  savings  performance 
will  continue  to  improve  as  more  recipients  are  placed  and  an  even  larger 
proportion  are  able  to  remain  permanently  self-sufficient. 

The    sections    that    follow    highlight    ET*s    performance    to    date,    how    ET  has 

achieved    program    savings,    and    ET's    priorities    for    the    coming    years.  A 

complete  description  of  the  program,  including  component  descriptions  and 
spending  information,  can  be  found  elsewhere  in  this  volume. 


PERFORMANCE  FY84-FY88 

ET  generates  welfare  savings  by  placing  welfare  recipients  and  applicants  into 
jobs  paying  wages  sufficient  to  enable  them  to  leave  welfare,  to  reduce  the 
amount  of  assistance  they  need,  or  even  to  avoid  the  need  to  go  on  welfare  at 
all.  Every  year  since  it  began,  ET  has  consistently  improved  the  quality  of 
job  placements,  contributing  significantly  to  the  overall  decline  in  the  AFDC 
caseload  and  producing  substantial  program  savings.  This  section  highlights 
ETs  job  placement  performance  and  the  effect  it  has  had  on  the  AFDC 
caseload. 

Job  Placements 

o    ET   has   exceeded   its   total  job   placement   goal   every  year   since   the   program 
began,  placing  over  45.000  AFDC  and  GR  recipients. 

o    Over    75%    of    the    jobs    are    full-time,    and    of    these    over    80%    include 
employer  sponsored  health  coverage. 

o    Of  all  ET  placements  since  1983,  over  70%  are  still  off  welfare. 

Priority  Jobs 

In  addition  to  achieving  placement  goals,  ET  has  sought  to  improve  the 
quality  of  jobs  —  Le.,  to  provide  higher  wages  and  better  benefits,  including 
health  coverage.  Department  data  show  that  higher  starting  wages  are  critical 
to  helping  families  remain  self-sufficient.  To  that  end,  in  FY87  the 
Department  established  a  wage  floor  that  in  most  parts  of  the  state  was  $5.00 
per  hour.  Both  ET  contracts  and  the  interagency  agreements  through  which 
ET  services  are  provided  specify  that  contractors  will  receive  full  payment 
only  for  full-time  placements  with  a  starting  wage  at  least  equal  to  the  floor, 
and  only  after  the  client  has  remained  on  the  job  at  least  30  days. 
Placements  meeting  these  standards  are  called  "priority  jobs." 
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Since  they  arc  most  likely  to  result  in  permanent  self-sufficiency,  the 
Department  now  focuses  its  management  efforts  on  priority  job  placements, 
planning  to  achieve  12,000  in  FY88,  an  81%  increase  over  FY87  levels: 
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The  Department's  continuing  emphasis  on  priority  jobs  has  helped  increase  ET 
starting  wages  substantially  since  the  program  began  -  up  nearly  40%,  from 
$9,800  in  FY84  to  $13,500  in  the  second  quarter  of  FY88,  or  45%  above  the 
federal  poverty  level: 
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Average  Annual  Starting  Salary 


of  ET  Placements 
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Effect  on  the  AFDC  Caseload 

While  ET  has  never  had  caseload  reduction  as  a  goal,  it  has  been  a 
significant  factor  in  the  overall  decline  in  the  AFDC  caseload  and  the  length 
of  time  recipients  remain  on  welfare: 

o    The  AFDC  caseload  has  declined  5%  -  from  88,600  on  October  1,  1983, 
when  ET  began  to  84,200  on  February  1,  1988. 

o    The   average   length   of  stay  on  AFDC  has   declined  25%   over   the   same 
period  —  from  37  months  to  28  months. 

o    The    number    of   families    on   AFDC    continuously   for   five   years    or   more 
has  dropped  33%  since  1983  -  from  20,800  to  14,000  families. 
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ET  AND  SAVINGS 

ET  works  to  save  state  and  federal  taxpayers  money  in  the  following  ways: 

o  Helping  applicants  avoid  the  need  for  assistance.  When  a  person  in 
need  first  conies  to  a  local  welfare  office  for  assistance,  a  social 
worker  not  only  takes  the  application  but  also  begins  working  to 
identify  the  applicant's  needs  and  refer  her  to  a  team  of  case 
management  specialists  who  arrange  up-front  services,  including  ET, 
that  may  prevent  the  need  to  actually  receive  assistance.  ET  workers 
assess  the  applicant's  employment  background  and  needs  such  as  day 
care  and  health  coverage,  and  in  many  cases  arrange  for  immediate  job 
placement  services  through  the  Division  of  Employment  Security,  many  of 
whose  offices  are  located  near  or  in  welfare  offices. 

o  Placing  cuirent  recipients  into  full-time  jobs  with  wages  sufficient  to 
move  out  of  poverty.  Over  70%  of  those  who  find  priority  jobs  are  able 
to  become  self-sufficient  and  move  off  welfare.  Equally  important,  they 
are  likely  to  remain  self-sufficient  —  86%  of  those  whose  cases  close 
because  they  are  employed  are  still  off  welfare  a  year  later,  and  over 
70%  of  aU  ET  placements  since  the  program  began  are  now  off 
assistance.     These  case  closings  generate  the  bulk  of  ET  savings. 

o  Replacing  part  of  a  recipient's  grant  with  r.arnings  from  a  part-time  job 
as  a  first  step  to  self-sufficiency.  Although  the  Department  will  only 
pay  its  contractors  for  priority  jobs,  part-time  employment  can  be  a 
critical  first  step  for  some  welfare  recipients.  Earnings  from  these  jobs 
offset  part  of  the  recipient's  grant  but,  because  eligibility  rules  allow 
some  of  the  income  to  be  disregarded,  the  client's  total  income  does 
increase.  This  offers  an  incentive  to  continue  working  and,  as  clients 
gain  work  experience  and  skills,  they  can  move  into  priority  jobs  and 
self-sufficiency. 

Since  1984,  ETs  success  in  placing  welfare  recipients  into  jobs  has  generated 
savings,  net  of  program  costs,  that  by  1987  reached  over  $132  million.  Savings 
accrue  in  the  following  areas: 

o    Reduced  AFDC.  Food  Stamp,  and  Medicaid  expenditures. 

o  Tax  Revenue.  Tax  revenues  from  ET  placements  come  from  four 
sources:  social  security  contributions,  federal  income  tax,  state  income 
tax,  and  state  sales  taxes. 


NEXT  STEPS 

Having  placed  over  45,000  welfare  recipients  into  jobs,  with  over  70%  of  them 
now  off  welfare,  ET  will  meet  its  five  year  goal  of  50,000  placements  on 
schedule  in  early  FY89.  Continued  success  over  the  next  few  years,  however, 
will  depend  on  ETs  ability  to  improve  the  quality  of  jobs  further  and  reach 
more  recipients  and  applicants  who  face  the  highest  barriers  to  employment. 
A  strategy  should  include: 
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o  Afhiqviny  another  14.000  AFDC.  General  Relief,  and  Food  Stamp  priority 
placements,  with  a  greater  focus  on  skills  training,  in  high  wage  and 
growth  occupations,  such  as  health  care  and  construction  related  jobs. 

o    Targeting    harder-to-serve    clients  who,    without    intensive    services    are 

least    likely    to    find    a    route    out  of   poverty.       These    include    long-term 

welfare    recipients,    pregnant    and  parenting    teens,    and    individuals    with 
poor  reading  skills. 

o  Preventing  returns  to  welfare.  Each  year  some  6,000  former  recipients 
return  to  welfare  each  year  because  of  problems  with  their  jobs.  Most 
of  these  did  not  have  experience  with  ET,  having  found  jobs  on  their 
own,  but  often  at  wages  and  benefits  well  below  those  of  ET  placements. 
ET  must  begin  targeting  this  group  while  they  are  applicants,  to  build 
upon  their  recent  work  experience,  move  them  into  higher  wage  jobs, 
and  provide  the  services  and  support  they  need  to  remain  employed  and 
self-sufficient.  Equally  important,  ET  must  continue  to  provide 
transitional  services  to  improve  job  retention  even  further  among  ET 
graduates. 

o  Consolidating  program  and  contract  management.  The  Department  will 
consolidate  most  job  placement,  training,  and  education  activities  into  a 
single  performance  based  interagency  agreement  with  the 
Commonwealth's  lead  jobs  agency,  the  newly  reorganized  Division  of 
Employment  Security  (to  be  known  as  the  Department  of  Employment 
and  Training,  or  DET).  Under  this  proposal,  DET  will  be  held 
accountable  for  placing  some  14,000  AFDC  General  Relief,  and  Food 
Stamp  recipients  into  priority  jobs  next  year,  and  providing  the 
appropriate  placement,  training,  or  education  services  necessary  to 
achieve  those  placements.  This  consolidation  will  hold  a  single  agency 
responsible  for  both  preparing  clients  with  the  education  and  skills 
needed  for  employment  and  then  placing  them  in  priority  jobs,  ensuring 
that  our  clients  receive  the  highest  quality  services  and  the  best 
prospect  for  finding  unsubsidized  jobs. 
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In  FY88,  responsibility  for  the  child  support  enforcement  program  moved  from 
the  Welfare  Department  to  the  Department  of  Revenue  (DoR).  Although  the 
Welfare  Department  no  longer  administers  the  program,  effective  child  support 
enforcement  continues  to  play  a  major  role  in  the  Department's  out  of  poverty 
strategy.  Child  support  alone  or  combined  with  earnings  is,  in  many  cases,  the 
key  to  a  family's  ability  to  become  self-sufficient  and  leave  welfare.  In  FY88, 
the  Department  of  Revenue  expects  to  assist  7,600  AFDC  families  in  then- 
efforts  to  leave  welfare. 

Not  only  does  effective  child  support  enforcement  provide  AFDC  families  with 
a  route  out  of  poverty,  it  also  provides  savings  to  the  Commonwealth.  In 
FY87,  improved  child  support  enforcement  resulted  in  savings  of  approximately 
$10.7  million  from  the  5,600  families  who  become  self-sufficient  and  no  longer 
required  AFDC  benefits.  Effective  child  support  enforcement  also  aids  the 
Commonwealth  in  its  effort  to  provide  AFDC  benefits  to  families  who  are  still 
on  the  caseload.  For  FY88,  the  Department  of  Revenue  has  committed  to 
collecting  $63  million  in  child  support  on  behalf  of  current  AFDC  families.  Of 
this  $63  million,  approximately  $11.8  million  will  be  returned  directly  to  AFDC 
clients  and  the  remainder  will  be  used  to  offset  AFDC  expenditures  for  these 
families. 


PERFORMANCE  FY83-FY88 

Over  the  last  five  years,  child  support  enforcement  has  improved  significantly. 
As  the  chart  below  shows,  child  support  collections  increased  32%  between 
FY83  and  FY87. 


CHILD  SUPPORT  COLLECTIONS 
FY83-FY88 


CO 

u 
cc 

o 

Q 


co 

c 
o 


FY83 


FY84 


FY85  FY86 

Fiscal  Year 


FY87 


FY88« 


•projected 


464 


With  the  passage  of  Chapter  310  of  the  Acts  of  1986,  the  Legislature  greatly 
expanded  the  Commonwealth's  ability  to  pursue  child  support  enforcement 
aggressively. 

o  During  FFY86  the  Commonwealth  collected  child  support  payments  on 
behalf  of  48,100  (40%)  of  the  12^700  families  on  the  child  support 
caseload  -  tbe  highest  collection  rate  :n  the  nation.  Of  the 
121,700  child  support  families,  approximately  two-thirds  are  current 
or  former  AFDC  families. 

o  In  FY87,  the  Welfare  Department  collected  a  record  $53  million  in 
child  support  -  about  25%  more  than  three  years  ago. 

o  Of  the  $53  million  collected,  over  $10  million  was  returned  directly 
to  AFDC  families  in  addition  to  their  AFDC  grants  under  a  new 
federal  procedure. 

o  As  a  result  of  child  support  activities  alone,  3,900  families  left  the 
AFDC  caseload  during  FY87. 

In  addition  to  removing  one  of  the  major  barriers  to  opportunity,  improvements 
in  child  support  enforcement  contributed  to  the  Medicaid  savings  goal.  By 
securing  access  to  private  health  insurance  for  AFDC  families  through  the 
absent  parents,  child  support  enforcement  was  responsible  for  $1.7  million  in 
third  party  liability  Medicaid  savings  in  FY87.  Moreover,  this  ability  to 
identify  potential  third  party  insurers  provides  long-term  benefits  to  AFDC 
families    in    their    efforts    to    leave    welfare.  Access    to    adequate    health    care 

coverage  eases  the  transition  from  dependency  to  self-sufficiency. 


rmi-n  STTPPQRT  AS  A  ROUTE  OUT  OF  POVERTY 

Despite  the  many  improvements  made  to  child  support  enforcement  over  the 
last  five  years,  few  AFDC  families  benefit  from  child  support  collections. 
The  chart  below  shows  that  monthly  child  support  activity  still  can  be 
improved  significantly.  While  79,000  AFDC  families  are  deprived  of  the  support 
of  at  least  one  parent,  less  than  half  of  these  families  have  established  child 
support  orders.  For  the  35,000  families  who  do  have  child  support  orders,  full 
payments  will  be  collected  on  behalf  of  only  8,000  of  these  families  and  only 
700  families  will  leave  the  caseload  for  child  support  related  reasons. 
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AVERAGE  MONTHLY  CHILD  SUPPORT  ACTIVITY 
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For  over  90%  of  all  AFDC  families,  child  support  can  be  a  particularly 
important  resource  in  a  family's  attempts  to  become  self-sufficient  and  leave 
welfare.  Regularly  monthly  child  support  payments  combined  with  a  job 
through  ET  can  provide  yearly  income  that  is  over  twice  the  amount  of 
maximum  annual  AFDC  benefits.  As  noted  previously,  effective  child  support 
can  also  provide  access  to  health  care  coverage,  which  is  necessary  to  a 
family's  successful  transition  from  welfare  dependency  to  self-sufficiency. 

To  continue  the  progress  made  in  child  support  enforcement  during  the  last 
five  years,  responsibility  for  the  child  support  enforcement  program  has  been 
turned  over  to  the  Department  of  Revenue.  Not  only  will  the  Department  of 
Revenue  assist  current  AFDC  families,  its  services  will  also  extend  to  women 
before  they  come  on  the  welfare  caseload.  (As  part  of  the  Administration's 
efforts  to  eliminate  the  barriers  represented  by  inadequate  child  support,  the 
Governor  recently  signed  Chapter  490  of  the  Acts  of  1987,  an  act  that  further 
strengthens  DoR's  ability  to  pursue  child  support  aggressively). 

In  FY88,  the  Department  of  Revenue  expects  to  help  7,600  AFDC  families  leave 
the  caseload,  2,000  more  than  in  FY87.  It  will  also  help  2,000  families  stay 
off  AFDC  by  helping  establish  and  collect  on  child  support  orders  for  families 
before  they  come  on  the  AFDC  caseload  In  addition,  the  Department  of 
Revenue    has    committed    to    collecting    $63    million    in    child    support    owed    to 
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families  who  are  on  AFDC,  of  which  $11  million  will  go  directly  to  AFDC 
recipients. 

fHTIT>  SUPPORT  IN  FY89 

For  FY89,  the  Department  of  Revenue  must  continue  to  secure  support 
payments  sufficient  to  allow  families  to  live  independently  of  public  assistance. 
The  Department  of  Revenue's  FY89  goals  include: 

o  Securing  adequate  support  payments  to  help  at  least  another  7,600 
AFDC  families  become  self-sufficient; 

o  Targeting  child  support  services  to  AFDC  clients  participating  in 
ET; 

o  Placing  special  emphasis  on  enforcement  efforts  for  families  who 
have  recently  left  welfare  to  help  ensure  that  they  do  not  return  to 
the  caseload.  The  Department  of  Revenue  has  projected  that 
enforcement  efforts  will  enable  2,000  people  to  avoid  the  need  to 
receive  public  assistance;  and 

o  Collecting  $70  million  on  behalf  of  AFDC  families  to  offset  AFDC 
expenditures. 
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FINANCE  cniirrnnNS 


The  Welfare  Department,  when  providing  cash  or  medical  assistance  is,  by 
law,  the  payer  of  last  resort  Several  units  within  the  Department's  Finance 
Division  are  responsible  for  securing  reimbursement  for  the  Department  when 
third  party  sources  are  available  to  cover  the  cost  of  services.  Since  FY83 
these  revenues  have  increased  from  $19.9  million  to  $44.1  million  in  FY87,  and 
in  FY88  the  Department  expects  to  collect  over  $45  million,  as  shown  in  the 
chart  below: 
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The  primary  sources  for  these  revenues  are: 

o    Medicaid    providers    who    receive    overpayments    for    services    from    the 
Department; 

o    Casualty   insurers   who    represent   welfare    clients    receiving   benefits    as   the 
result  of  an  accident; 

o    The  estates  of  aged  clients  who  received  benefits; 
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o  Reimbursement  for  state-funded  General  Relief  grants  when  clients 
receive  retroactive  federal  Supplemental  Cecurity  Income  (SSI)  benefits; 
and 

o  Clients  who  are  making  restitution  for  welfare  overpayments,  which 
account  for  only  10-15%  of  collections. 

Between  FY83  and  FY88,  the  Department  has  sought  to  identify  untapped 
sources  of  revenue  by  reducing  backlogs  of  cases  waiting  for  action, 
automating  collection  and  billing  systems,  and  improving  productivity. 
Collecting  money  owed  the  Department  also  involves  working  with  other 
agencies,  including  the  Rate  Setting  Commission,  the  Industrial  Accident  Board, 
the  Bureau  of  Special  Investigations,  and  state  court  probation  departments. 
The  automated  systems  mentioned  above  have  provided  a  framework  for  the 
improved  management  practices  and  information  sharing  that  has  enhanced 
interagency  cooperation  and  increased  processing  efficiency. 

Four  units  in  Finance  are  responsible  for  collection  activities.  Management 
improvements  and  the  establishment  of  clearly  defined  objectives  and  collection 
goals  in  each  unit  has  resulted  in  substantial  increases  in  collections  over  the 
last  few  years: 

o  Retro-Rate  Recoveries  Unit.  This  unit  collects  overpayments  to  Medicaid 
providers.  These  overpayments  are  caused  when  the  interim  rate,  used 
to  pay  for  medical  services  pending  the  setting  of  a  final  rate  by  the 
Rate  Setting  Commission,  is  higher  than  the  final  rate.  This 
overpayment  is  usually  recouped  by  reducing  current  or  retroactive 
payments  to  the  provider.  Efficient,  timely  processing  of  rate  changes, 
along  with  improved  communications  with  the  Rate  Setting  Commission, 
have  helped  produce  a  89%  ($9.4  million)  increase  in  Retro  Rate 
Recoveries  between  FY83  and  FY87,  from  $10.6  million  to  $20.0  million. 

o  Assignment  Collections  Unit.  When  a  person  becomes  eligible  for  public 
assistance  (AFDC,  GR,  or  Medicaid)  as  the  result  of  an  accident  for 
which  he  or  she  may  be  able  to  claim  money  (such  as  Workman's 
Compensation),  the  Department  places  a  hen  on  the  potential  claim. 
This  lien,  established  by  the  social  worker,  is  forwarded  to  the 
Collections  unit,  which  is  responsible  for  tracking  the  claim,  negotiating 
with  attorneys,  and  collecting  any  money  recovered,  up  to  the  amount 
of  the  assistance  provided  to  the  recipient.  The  Assignment  Collections 
Unit  showed  a  $63  million  (166%)  increase  from  FY83-FY87.  Due  to 
management  improvements  and  the  decision  to  concentrate  on  cases  with 
the  best  cost-benefit  ratio,  collections  increased  from  $3.8  million  in 
FY83  to  $10.1  million  in  FY87. 

o  Centralized  Recoupment  Unit.  This  unit  is  responsible  for  the  collection 
of  overpayments  to  AFDC,  GR,  or  Medicaid  recipients.  These  collections 
can  be  made  either  by  direct  payment  from  the  client  or  by  deducting  a 
limited  amount  from  current  payments  over  a  period  of  time.  The 
Centralized  Recoupment  Unit  has  established  an  offset  and 
disqualifications  system  to  recoup  Food  Stamp  overpayments.  This 
system,  in  addition  to  helping  the  unit  more  than  double  its  collections 
(from  $2.1  million  in  FY83,  to  $43  million  in  FY87),  enabled  the 
Department  to  avoid  $L2  million  in  federal  sanctions. 
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o  SSI/GR  Unit.  -  When  a  General  Relief  recipient  is  retroactively  approved 
for  SSI  benefits,  the  Social  Security  Administration  sends  the  retroactive 
check  to  this  unit,  which  determines  the  amount  of  GR  assistance  given 
the  client  during  the  period  covered  by  the  SSI  approval.  This  amount, 
which  is  owed  the  Department,  is  deducted  from  the  SSI  check,  and  the 
balance  forwarded  to  the  recipient.  SSI-GR  collections  increased  180%, 
from  $3.4  to  $9.5  million  between  FY83  and  FY87,  due  to  the 
Department's  aggressive  efforts  to  convert  GR  recipients  to  SSI  and  the 
improved  efficiency  of  the  SSI/GR  unit 

The  improvements  in  the  Department's  collection  efforts  outlined  above  have 
contributed  to  the  122%  increase  in  collections  —  $24  million  —  between  FY83 
and  FY87.  The  Department  anticipates  that  additional  management 
improvements,  such  as  a  centralized  automated  recovery  system,  which  will 
computerize  15,000  manual  records,  will  produce  additional  revenue.  In  FY88 
projected  total  collections  are  $45  million,  and  in  FY89  the  Department  is 
projecting  that  collections  will  exceed  $50  million. 
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FEDERAL  REVENUE  INITIATIVES 


The  Department  collects  more  federal  revenue  than  any  other  state  agency, 
totaling  more  than  $1  billion  a  year.  The  Department  returns  an  estimated 
45%  of  its  total  expenditures  to  the  General  Fund  in  the  form  of  federal 
revenue,  reducing  the  net  state  cost  of  agency  operation*-  and  programs  to 
about  55%  of  the  Department's  appropriation.  The  Administration's  FY89 
request  totals  $2,684  billion,  an  increase  of  only  L8%  over  projected  FY88 
spending.  The  agency  anticipates  $1,082  billion  in  federal  reimbursement  to 
partially  offset  this  projected  spending. 

In  addition  to  chiming  federal  reimbursement  on  the  base  costs  of  its  major 
benefit  programs,  the  Department  also  pursues  special  revenue  projects  that 
enable  the  state  to  receive  reimbursement  on  costs  that  were  previously  not 
reimbursed.  These  projects  can  be  aggressive  legal  challenges  to  federal 
decisions  disallowing  costs,  or  identifying  reimbursable  charges  that  would 
otherwise  not  be  claimable.  These  initiatives  have  totaled  some  $30  million  a 
year. 

While  the  Department  claims  reimbursement  for  its  own  expenditures,  it  has 
also  been  instrumental  in  securing  revenue  for  other  state  agencies.  The 
Department  has  been  designated  as  the  single  state  agency  for  the  state 
Medicaid  programs.  This  enables  the  Welfare  Department  to  claim  reim- 
bursement for  certain  costs  at  the  Department  of  Mental  Health  and  the 
Department  of  Public  Health  for  their  Medicaid-eligible  clients.  These  funds 
are  deposited  in  the  revenue  receipt  accounts  of  these  agencies,  crediting  them 
with  the  funds  received.  In  state  FY87,  the  Welfare  Department  received  and 
deposited  $107  million  in  the  Department  of  Mental  Health  accounts,  and  $22 
million  in  the  Department  of  Public  Health  account,  a  significant  benefit  to  the 
state's  balance  sheet. 


THE  FEDERAL  REIMBURSEMENT  PROCESS 

Although  federal  funds  can  be  utilized  by  the  state  in  two  ways  —  as 
reimbursement  for  state  expenditures  or  as  a  federal  grant  —  almost  all  of 
the  federal  funds  received  by  the  Department  of  Public  Welfare  are  received 
as  federal  reimbursement  for  state  expenditures.  These  funds  are  credited  as 
revenue  to  the  state's  General  Fund,  and  offset  the  costs  of  the  Department's 
operations. 

The  Department  receives  reimbursement  from  two  federal  agencies:  the 
Department  of  Health  and  Human  Services  and  the  Department  of  Agriculture. 
These  federal  agencies  award  funds  quarterly,  based  on  a  Department  estimate 
of  what  the  reimbursable  expenditures  will  be  for  a  given  quarter.  Funds  are 
then  drawn  from  the  Federal  Reserve  Bank  and  are  credited  to  the  state's 
General  Fund.  The  awards  are  then  compared  to  the  Department's  claims  for 
expenditures,  which  are  sent  to  each  federal  agency  thirty  days  after  the  end 
of  the  quarter.  This  reconciliation  results  in  an  adjustment  in  a  future 
quarter. 
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Rrirfonfficm  for  Program  Expenditures 

The  Department  receives  federal  reimbursement  for  most  of  its  expenditures, 
with  the  exception  of  General  Relief  program  expenditures,  payments  to  the 
Social  Security  Administration  for  the  state  supplement  to  SSI  recipients,  and 
certain  legislatively  mandated  programs,  such  as  Family  Reunification  Benefits, 
second  Emergency  Assistance  payments  in  the  case  of  natural  disaster  and 
homelessness,  and  assistance  to  the  homeless.  All  other  types  of  expenditures 
are  reimbursable  at  rates  between  50%  and  100%.  If  the  non-reimbursable 
accounts  (SSI  and  GR)  are  excluded,  federal  revenue  averages  slightly  over  50% 
of  the  remaining  welfare  appropriation. 

The  largest  source  of  program  revenues  is  the  Department  of  Health  and 
Human  Services.  This  agency  reimburses  the  state  for  grants  to  recipients  of 
Aid  to  Families  with  Dependent  Children  (AFDC)  and  for  payments  to 
providers  of  Medicaid  services.  The  federal  share  of  these  payments  is 
determined  by  the  Federal  Financial  Participation  (FFP)  rate. 

Although  the  basic  FFP  rate  of  50%  applies  to  most  program  expenditures, 
including  AFDC  and  Medicaid,  some  payments  are  reimbursed  at  different 
rates.  For  example,  family  planning  expenditures  are  reimbursed  at  90%. 


FEDERAL  REIMBURSEMENT  FOR  PROGRAM  EXPENDITURES 

1.  AFDC  50% 

2.  Medicaid  50% 

3.  General  Relief  0% 


Reimbursement  for  ^HmiwkfTatrve  Expenditures 

In  addition  to  the  reimbursement  for  program  expenditures,  the  Department 
receives  reimbursement  for  most  of  its  administrative  costs.  Because  many  of 
its  administrative  costs  are  shared  by  several  programs,  the  costs  are 
distributed  to  the  appropriate  program  through  the  Department's  federally 
approved  Cost  Allocation  Plan.  The  Department  determines  whether  costs  are 
direct  costs  that  are  program-specific,  or  indirect  costs  that  are  applicable  to 
more  than  one  program.  Thus,  the  salary  and  fringe  benefit  costs  of  a  Food 
Stamp  worker  are  fully  charged  to  the  Department  of  Agriculture,  while  a  local 
office  director's  salary  goes  into  the  Department's  indirect  cost  pool  This 
indirect  cost  pool  is  then  charged  to  the  various  programs  based  on  the 
percentage  of  overall  direct  costs  charged  to  a  specific  program.  For  example, 
if  the  Food  Stamp  program  was  responsible  for  10%  of  the  Department's  direct 
costs,  it  would  also  be  charged  10%  of  indirect  costs.  This  plan,  prepared  by 
the  Department  and  approved  by  the  Department  of  Health  and  Human 
Services'  Division  of  Cost  Allocation,  determines  each  program's  share  of  total 
administrative  costs. 


Although  administrative  expenditures  are  reimbursed  at  a  basic  rate  of  50%,  the 
Department  receives  enhanced  funding  in  several  areas.  The  following  table 
shows  the  reimbursement  rates  for  the  Department's  administrative  costs: 
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Federal  Reimbursement  For  Administrative  Expenditures 


1.  Systems  Development 

2.  MMIS  Operations 

3.  Medical  Professionals  and  Project  Good  Health 

4.  BSI  Food  Stamp  Fraud  Investigations 

5.  BSI  AFDC  and  Medicaid  Fraud  Investigations 

6.  AFDC,  Medicaid,  and  Food  Stamps  Administration 

7.  General  Relief  Administration 


75% 
75% 
75% 
75% 
50% 
50% 
10% 


90% 


*  Administrative  costs  attributable  to  the  General  Relief  program  are 
reimbursed  at  10%,  as  one-fifth  of  these  costs  are  charged  to  the  US 
Department  of  Agriculture  which  reimburses  them  at  a  50%  rate. 


The  state  receives  reimbursement,  through  the  Welfare  Department's  claims,  for 
certain  administrative  costs  of  other  agencies,  such  as  $2.7  million  for  the 
costs  of  Bureau  of  Special  Investigation  fraud  investigations.  Office  of 
Management  Information  Services  computer  operations  and  Department  of 
Public  Health  utilization  review  programs  are  also  reimbursed  through  the 
Welfare  Department. 

The  chart  below  shows  federal  reimbursement  returned  to  the  General  Fund  as 
revenue  by  the  Department  for  state  fiscal  years  1984-1987,  along  with  the 
projection  for  FY88. 
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EECgum  EX84  EX&  £186  EXS2  FY88* 

AFDC                      188.7  197.6  2173  230.4  264.1 

Medicaid                 500.7  5992  6763  705.8  795.7 

Administration          76.7  86.1  93.9  903  65.4 

766.0  882.9  987.5  1026.5  11252 

•estimated  (in  millions) 

As  the  above  tables  show,  while  the  Welfare  Department  receives  most 
of  its  federal  revenue  as  reimbursement  for  program  expenditures,  the 
Department  also  receives  a  substantial  amount  of  revenue  for 
administrative  costs. 

Federal  Review 

The  Department  operates  its  programs  under  approved  state  plans,  which  are 
comprehensive  statements  that  the  Department  submits  to  federal  agencies 
describing  the  nature  and  scope  of  its  programs.  The  federal  agency  then 
uses  this  plan  in  determining  whether  a  cost  is  reimbursable.  The  plan 
identifies  the  types  of  services  covered  and  the  groups  of  clients  aided.  It  is 
updated  as  programs  change. 

The    federal    agencies    have   two   basic   methods   of  sanctioning  states   for   failure 
to    comply   with    the    state    plan,    failure    to    comply   with    federal   regulations,    or 
overclaiming    costs.      These    methods    are    the    disallowances    (or    deferrals)    and 
Quality   Control   reviews.      Disallowances,   or   refusals   to   reimburse,   occur   most 
often  in  cases  involving  administrative  reimbursement. 

The  Quality  Control  process,  in  contrast,  is  a  statistical  review,  comparing 
the  state's  error  rate,  which  is  derived  by  reviewing  a  random  sample  of  cases, 
to  a  federally  determined  target  error  rate.  If  the  state's  error  rate  is  higher 
than  the  target,  the  agency  is  subject  to  a  monetary  sanction.  Over  the  past 
several  years,  through  an  ambitious  agenda  of  error  reduction  efforts  described 
in  more  detail  elsewhere  in  this  volume,  Massachusetts  has  been  successful  in 
avoiding  Quality  Control  sanctions.  The  AFDC  error  rate  has  dropped  from 
11.6%  in  FY83  to  about  3%  in  FY88.  The  Medicaid  rate  is  1.0%,  down  from 
6.6%  in  FY83.  The  only  Quality  Control  sanction  that  has  ever  been  assessed 
is  a  $1.4  million  prospective  Medicaid  sanction  (based  on  an  estimated  error 
rate),  assessed  in  FY84.  Even  in  that  single  case,  it  is  possible  that  the  state 
will  receive  the  money  back  when  the  actual  error  rate  has  been  determined. 


A  SHRINKING  FEDERAL  INVESTMENT  -  IMPACT  ON  MASSACHUSETTS 

During  the  last  seven  years,  there  have  been  several  attempts  by  the  federal 
government  to  either  reduce  services  to  the  poor,  or  to  shift  the  cost  of  those 
services  to  the  states. 

The  federal  government's  efforts  in  this  regard  vary  by  program.  For  the 
AFDC  program  it  has  narrowed  program  eligibility,  eliminating  reimbursement 
for  recipients  under  certain  circumstances.  States  must  then  decide  whether 
to  aid  these  recipients  in  a  fully  state-funded  program.  In  each  of  these 
cases,    Massachusetts   has   chosen   to   aid   recipients   who  would   otherwise   receive 
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no  aid  under  restrictive  federal  guidelines.  For  Medicaid  and  administrative 
reimbursement,  reductions  tend  to  come  as  either  a  penalty  for  reimbursable 
expenditures  that  grow  by  more  than  a  target  rate,  or  a  reduction  in  the  FFP 
percentage  for  a  specific  program.  The  federal  changes  that  have  reduced  the 
state's  revenue  are: 

o  In  the  AFDC  program,  the  1981  federal  policy  changes  in  the  Omnibus 
Budget  Reconciliation  Act  (OBRA)  eliminated  eligibility  for  19-  to  21- 
year-old  low-income  dependents,  regardless  of  their  educational  status. 
Massachusetts  opted  to  provide  state  assistance  to  these  recipients,  and 
established  the  Grant  for  Education  and  Training  program.  Through  this 
program,  the  state  aids  more  than  250  students  who  are  completing  their 
secondary  education  each  month.  OBRA  also  eliminated  AFDC  in  the 
first  two  trimesters  of  pregnancy  for  pregnant  women  with  no  other 
dependents.  Again,  the  state  responded  in  Chapter  398  of  the  Acts  of 
1984  by  extending  aid  to  this  vulnerable  population  at  full  state  cost. 
More  than  500  poor  pregnant  women  currently  receive  aid,  and  more 
importantly,  prenatal  care,  under  this  program. 

o  In  Medicaid  the  reduction  in  federal  funding  took  the  form  of  an 
across-the-board  percentage  reduction  in  basic  Medicaid  reimbursement 
for  federal  fiscal  years  (FFY)  1982,  1983,  and  1984.  These  base 
percentage  reductions  for  all  states  totaled  3%  in  FFY82,  4%  in  FFY83, 
and  4.5%  in  FFY84,  with  Massachusetts  qualifying  for  a  one  percentage 
point  relief  in  this  reduction  because  the  state  has  a  qualified  hospital 
cost-  and  rate-setting  review  program.  The  federal  reductions  for 
FFY82  and  FFY83  cost  the  state  a  total  of  $36.5  million  in  Medicaid 
revenue.  If  the  Medicaid  reimbursement  in  a  given  year  increased  less 
than  the  increase  in  the  index  of  medical  care  in  the  Consumer  Price 
Index,  a  state  could  receive  a  rebate  of  up  to  the  full  amount  of  the 
reduction.  Because  of  the  Department's  ability  to  control  Medicaid 
expenditures,  the  state  has  received  a  full  refund  of  the  FFY84 
reduction. 

o  The  WIN  Demonstration  program,  helps  to  fund  the  Department's 
Employment  and  Training  program,  but  caps  the  maximum  reimbursement 
states  can  receive.  Between  FY83  and  FY85,  WIN  demonstration  program 
funding  totaled  about  $8.4  million  per  year,  and  in  FFY85,  Massachusetts 
would  have  received  an  additional  $7  million  dollars  if  the  reim- 
bursement cap  were  not  in  effect.  In  FFY86,  however,  national  WIN 
funding  was  cut  by  Congress,  reducing  Massachusetts'  allocation  by  $1.5 
million.  In  FY87  the  allocation  was  cut  again,  almost  in  half,  which 
reduced  Massachusetts'  funding  to  $4.1  million.  Although  the  ET 
program  has  placed  over  40,000  AFDC  recipients  into  jobs  since  it 
began  in  October  1983,  resulting  in  substantial  savings  to  the  federal 
government,  federal  funding  for  the  program  has  declined. 

o  The  GTamm-Rudman-Hollings  Deficit  Reduction  Act  passed  in  FY86 
requires  the  federal  budget  to  meet  annual  deficit  reduction  targets. 
Although  the  major  welfare  programs  are  exempt  from  the  Gramm- 
Rudman  formula  reductions,  the  Department  and  its  clients  were  still 
affected.  In  FFY86,  Gramm-Rudman  cuts  approved  by  Congress  reduced 
reimbursement  for  the  WIN,  Refugee,  and  Child  Support  Programs  by 
over  $2  million.     The  FFY87  deficit  was  projected  to  be  below  the  point 
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at   which   reductions   would   be   imposed.      The   likelihood   of  reductions   in 
later  years  is  uncertain. 

These    reductions    in    federal    participation    have    cost    Massachusetts    a    total    of 
about  $90  million  dollars  in  reduced  revenue  over  the  last  five  years. 


MASSACHUSETTS  RESPONDS  -  FlflJMr.  w  THE  GAPS 

As  noted  earlier,  because  of  the  reduced  federal  commitment  to  assisting  low- 
income  people,  the  Department  has  expanded  the  existing  list  of  fully 
state-funded  programs.  These  programs,  designed  to  provide  assistance  to 
people  who  do  not  meet  restrictive  federal  eligibility  criteria,  include: 

o  Supplementary  payments.  These  compensate  immediately  working  AFDC 
recipients  whose  earned  income  has  decreased  or  terminated,  but  whose 
grants,  due  to  the  federally  mandated  monthly  reporting  system,  will  not 
compensate  for  this  loss  for  two  months.  This  program  began  in  FY85, 
and  aids  approximately  100  AFDC  families  per  month. 

o  Family  Reunification  Benefits.  These  payments  provide  assistance  to 
mothers  whose  children  have  been  temporarily  placed  in  foster  care. 
This  program  provides  funds  totaling  about  $400,000  per  year  to  families 
preparing  for  the  return  of  their  children. 

o  Second  Emergency  Assistance  CEAS  payments.  The  Department  provides 
for  additional  EA  payments  in  the  event  of  natural  disaster  or 
homelessness.  Federal  regulations  only  allow  one  EA  30-day  period  per 
year. 

o  Grant  for  Education  and  Training  (OFT)  The  GET  program  provides 
assistance  to  approximately  250  19-  to  21-year-old  dependents  each 
month  with  the  goal  of  allowing  low-income  students  to  complete 
secondary  education.     OBRA  made  these  students  ineligible  for  AFDC. 

o  Homeless  Activities.  Massachusetts  has  expanded  the  services  it  provides 
to  the  homeless  population.  In  addition  to  increasing  the  number  of 
available  beds,  the  Department  is  also  providing  increased  services  such 
as  counseling,  transportation,  and  child  care.  In  FY88,  the  Department 
is  using  the  new  Food  Stamp  ET  program  to  provide  much  needed 
employment  and  training  services  to  the  homeless.  In  FY89,  the 
Department  is  expanding  its  homeless  services  to  include  a  wide  range  of 
prevention  services,  including  landlord/tenant  mediation,  Emergency 
Assistance,  and  social  services. 

o  Aid  to  Pregnant  Women.  Legislation  to  restore  aid  to  pregnant  women 
during  the  first  six  months  of  pregnancy  was  enacted  by  the  Legislature 
last  year  and  signed  by  the  Governor.  This  assistance  totals  an 
estimated  $2  million  in  FY88  and  currently  aids  500  pregnant  women. 

o  ET  Choices.  The  Department  has  responded  to  the  federal  job  search 
requirement  for  AFDC  recipients  by  developing  an  innovative  program 
that  provides  a  choice  among  a  number  of  options,  including  education, 
training,    supported    work,    and    job    placement.        In    addition,    the 
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Department   funds   day   care   for   program   participants   and  graduates   at   an 
estimated  cost  in  FY88  of  over  $37  million. 


INITIATIVES  TO  INCREASE  REVENUE 

The  state  has  also  responded  to  federal  policy  changes  by  maximizing  revenue 
for  programs  thai  are  fed^-ally  reimbursable.  Management  improvements  have 
enabled  the  agency  to  develop  an  ambitious  agenda  of  initiatives  totalling  $30 
million  per  year,  which  includes: 

a.  Eafeaaad  TVifor  tnr  Syfftfffs  PrwJopment 

The  federal  government  authorizes,  upon  approval  of  an  Advance 
Planning  Document,  enhanced  reimbursement  for  certain  types  of 
systems  development  The  state  has  received  90%  FFP  on  the  costs  of 
developing  the  Medicaid  Management  Information  System,  and  receives 
75%  FFP  for  the  cost  of  operating  the  system.  Under  the  previous 
system,  the  FFP  rate  was  50%.  This  enhanced  funding  for  the  operation 
of  MMIS  results  in  increased  federal  reimbursement  of  approximately  $3 
to  $4  million  per  year,  in  addition  to  the  $264  million  in  cumulative 
Medicaid  savings  resulting  from  MMIS  operations. 

B.  ET  and  Day  Care  Revenue 

To  offset  the  limits  on  the  amount  of  Employment  and  Training 
reimbursement  imposed  by  the  WIN  program  cap,  the  Department  has 
developed  additional  sources  of  revenue  for  employment  and  training. 
The  Department  has  developed  management  systems  to  track  the  day 
care  and  other  costs  of  clients  in  employment  search  activities,  which 
are  reimbursable  under  AFDC.  In  FY87,  the  Department  collected  more 
than  $3  million,  which  was  used  by  the  Employment  and  Training 
program  to  provide  valuable  services  to  its  clients.  In  addition,  the 
Department  established  a  system  to  gain  AFDC  revenue  on  supported 
work  expenditures,  producing  another  $2  to  $3  million  in  federal 
reimbursement.  In  FY87,  the  Department  completed  a  special  revenue 
enhancement  project,  which  produced  an  additional  $3  million  in 
retroactive  reimbursement  for  a  portion  of  ET  costs. 

C.  Fnnrf    Stump-PT 

Recently  enacted  federal  legislation  to  expand  employment  and  training 
services  to  the  Food  Stamp  population  enabled  Massachusetts  to  extend 
the  ET  program  to  Food  Stamp  clients.  The  Department  established  a 
Food  Stamp-ET  program  that,  in  addition  to  avoiding  up  to  $25  million 
in  federal  sanctions,  provides  up  to  $12  million  per  year  in  federal 
reimbursement. 

D.  Medicaid  Reimbursement  on  SSI-GR  Approvals 

The  Department  has  established  procedures  for  identifying  and  claiming 
GR  medical  costs  for  cases  that  receive  retroactive  SSI  approval.  This 
project  produced  $1  million  in  additional  FY87  Medicaid  reimbursement. 
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EL     EPfiEBEBg  Shelter  Grant 

A  joint  effort  by  the  Executive  Office  of  Human  Services  and  the 
Department  of  Public  Welfare  has  resulted  in  the  Commonwealth 
receiving  $917,000  in  new  federal  funds  to  be  used  by  state-funded 
shelters  for  the  rehabilitation  and  reconstruction  of  their  facilities. 

F.  Expanded  Me<ficaid-Rrimbnrsable  Services 

The  Departments  of  Public  Welfare,  Public  Health,  Elder  Affairs  and 
Mental  Retardation  have  jointly  changed  the  scope  of  services  for  a 
number  of  health  programs  that  are  currently  state  funded,  and 
restructured  them  so  they  will  be  federally  reimbursable  through  the 
Medicaid  program.  As  a  result,  the  cost  to  the  state  for  providing  these 
medical  services  has  been  reduced.     Five  examples  are  described  below. 

o  Home  and  Communitv-Based  Services.  Massachusetts  has  in 
operation  two  federal  Medicaid  waivers,  which  allow  the  Department 
to  receive  reimbursement  for  home  and  community-based  services  for 
Medicaid-eligible  clients  who  receive  services  from  the  Departments 
of  Mental  Retardation  and  Elder  Affairs.  These  services,  provided  to 
individuals  who  would  be  at  risk  of  institutionalization  without  such 
services,  have  been  federally  reimbursable  at  the  basic  FFP  rate  of 
50%.  The  Department  recently  received  approval  for  five-year 
extensions  of  these  waivers  through  December  31,  1991. 

o  Expanded  Medicaid  Elipbilitv  for  Pregnant  Women  and  Children.  The 
Sixth  Omnibus  Reconciliation  Act  of  1986  (SOBRA)  allows  states  to 
expand  Medicaid  income  standards  to  100%  of  the  federal  poverty  line 
for  pregnant  women,  and  children  up  to  age  two.  States  may 
disregard  asset  limitations  for  these  two  groups.  Massachusetts  has 
implemented  all  of  these  options.  These  higher  standards  will  allow 
an  estimated  1,300  women  and  children  to  receive  Medicaid  at  an 
annual  cost  of  $3.5  million.  This  will  produce  $1.8  million  in  federal 
reimbursement 

Many  of  these  women  were  receiving  services  through  the  state- 
funded  Healthy  Start  program.  Women  with  incomes  between  100% 
and  200%  of  the  federal  poverty  line  will  continue  to  receive  services 
through  Healthy  Start 

o  Earrv  Intervention  Services.  Since  1985,  the  Department  has  secured 
Medicaid  reimbursement  for  early  intervention  services,  previously 
fully  funded  by  the  Department  of  Public  Health.  These  services  are 
for  children  from  birth  to  age  three  who  are  handicapped  or  are 
considered  to  be  at  risk  of  becoming  so  because  of  biological  or 
environmental  factors.  The  medical  portion  of  these  services  delivered 
to  Medicaid-eligible  recipients  will  be  reimbursable.  The  Medicaid 
portion  of  these  costs  in  FY89  is  expected  to  be  $3.8  million,  which 
will  produce  $1.9  million  in  revenue. 
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o  Department  of  Mental  Health  Trust  Fund  Cases.  The  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985  (COBRA)  contained  a 
provision  that  would  have  made  1,200  mentally  retarded  residents  of 
Department  of  Mental  Health  state  schools  ineligible  for  Medicaid, 
costing  Massachusetts  $43  million  in  federal  reimbursement  The 
Administration,  working  with  the  VS.  House  and  Senate,  obtained 
passage  of  an  amendment  exempting  these  clients  irom  this  provision, 
and  thus  ensuring  continuation  of  this  reimbursement 

G.  Disputing  Federal  Disallowances. 

The  federal  government  has  become  more  aggressive  about  disallowing 
reimbursement  for  technical  differences  between  federal  regulations  and 
state  practices.  In  response,  the  Department  has  appealed  and  successfully 
overturned  several  disallowances. 

o  Grant  Appeals  Board.  In  FY85,  aggressive  challenges  to  federal 
decisions  at  the  Grant  Appeals  Board  produced  $23  million  in  additional 
revenue  to  the  state.  The  Board's  ruling  overturned  the  federal  Health 
Care  Financing  Administration  interpretation  of  federal  regulations 
regarding  the  timeliness  of  claims  and  allowed  Massachusetts  to  receive 
reimbursement  on  claims  filed  in  1980  and  1981  for  prior  year 
expenditures.  This  additional  $23  million  was  divided  between  the 
Departments  of  Welfare  and  Mental  Health. 

o  Emergency  Assistance  Tracking  System.  The  Department's  ability  to 
establish  an  Emergency  Assistance  tracking  system  during  FY84  enabled 
the  agency  to  receive  payment  on  Emergency  Assistance  claims  that  had 
been  previously  disallowed  or  deferred  As  a  result,  the  state  received 
an  additional  $95  million  in  prior  year  reimbursement  in  FY84  and 
FY85,  in  addition  to  federal  funding  on  current  eligible  Emergency 
Assistance  expenditures. 

o  Bureau  of  Institutional  Schools  Educational  Costs.  A  court  victory  by 
the  Department  overturned  the  Health  Care  Financing  Administration's 
disallowance  of  costs  incurred  in  the  training  of  mentally  retarded 
individuals  in  Intermediate  Care  Facilities  for  the  Mentally  Retarded. 
This  ruling  by  the  federal  district  court  will  force  the  agency  to 
reimburse  the  state  for  teaching  these  Department  of  Mental  Health 
clients  to  clothe  and  feed  themselves.  If  this  decision  stands,  it  will 
result  in  an  additional  $11  mallkm  in  revenue,  which  will  be  divided 
between  the  Departments  of  Public  Welfare  and  Mental  Health. 

o  AFDC-Foster  Care.  A  joint  effort  by  .  the  Departments  of  Public 
Welfare  and  Social  Services  resulted  in  the  filing  of  several  retroactive 
claims  for  FY78  to  FY82  foster  care  expenses.  These  claims  produced 
$6.5  million  in  additional  FY86  revenue  for  the  state. 

The  pressure  to  reduce  the  federal  budget  deficit  is  likely  to  result  in  further 
reductions  in  federal  financial  support  for  programs  for  the  poor,  and  will 
increase  the  importance  of  both  revenue  enhancement  initiatives  and  savings 
initiatives  designed  to  control  the  costs  of  agency  programs. 
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MONTHLY  GRANT  L^VFl.S  ANH  FlinTRTUTY  STANDARDS 


- 

AFDC 

'- 

♦  (Effective  7/1/87) 

Payment/Need 

185%  Eligibility 

Family 

Standards 

Standard 

1 

$333 

$616.05 

2 

422 

780.70 

3 

510 

94330 

4 

595 

1,100.75 

5 

682 

L261.70 

6 

771 

1,42635 

Incremental 

S  90 

16630 

Both   the 

payment   and 

need   standards   are   $40   per   month 

higher   for 

families 

who    live    in 

private    unsubsidized    housing;    the 

eligibility 

standard 

is    approximately   $74   per    month 

higher    for    these 

families. 

One-time 

clothing   allowance   of  $150   per 

dependent   granted 

in 

September  1987. 

OE 

(Effective  7/1/87) 

Full  Cost               Shared  Living 

No  Household 

Familv  Size 

of  Living                   Expenses* 

Expenses 

1 

287.80                         190.90 

87.90 

2 

37430                        277.60 

174.70 

3 

461.20                         364.40 

26130 

4 

548.00                         45120 

348.10 

5 

634.80                    -    537.80 

434.90 

Incremental 

86.80                          86.80 

86.80 

Recipients  living  in  institutions  receive  a  personal  needs  allowance  of 
$65.00.  One-time  clothing  allowance  of  $115  per  recipient  granted  in 
September  1987.  Families  in  unsubsidized  housing  receive  an  additional  $40 
per  month. 

*Does  not  reflect  recent  legislation  extending  full  cost  of  living  level  to 
GR  recipients  who  share  living  expenses. 


MEDICAID-ONLY 

(Effective  1/1/88) 

Familv  Size 

Income  eligibility  standard 

1 

$469 

2 

616 

3 

733 

4 

850 

5 

966 

6 

1,083 

Incremental 

125 
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MONTHLY  FOOD  STAMP  STANDARDS 
(Effective  10/1/87) 

MflnfMy  Gross  Income  Bteflttds 


Maximum  Allowance 

Monthly  Gross 

Household 

1 

Jpcome ... 

596 

2 

802 

3 

1,008 

4 

1^14 

5 

1,420 

6 

1,625 

7 

L831 

8 

2,037 

For  each 

additional 

member 

add 

206 

Monthly  Net  Income  Standards 


Maximum  Allowable 

Monthly  Income 

Household  Size 

1 

Income 

459 

2 

617 

3 

775 

4 

934 

5 

1,092 

6 

L250 

7 

1,409 

8 

L567 

For  each  additional  member  add 

159 

Maximum  Monthly  QBflfflB  Allotments 


Household  Size 

Maximum  Allotment 

1 

87 

2 

159 

3 

228 

4 

290 

5 

344 

6 

413 

7 

457 

8 

522 
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SSI  MONTHLY  PAYMENT  STANDARDS 

(Effective  1/1/88) 


INDIVIDUAL 

Aped 

Disabled 

Blind 

Full  Cost 
of  Living 

Federal  Payment 
State  Supplement 
Total  Standard 

354.00 
128.82 
48Z82 

354.00 
11439 
46839 

354.00 
149.74 
503.74 

Shared 

living 

Expenses 

Federal  Payment 
State  Supplement 
Total  Standard 

354.00 

3926 

39326 

354.00 
30.40 

354.00 
149.74 
503.74 

Household 
of  Another* 

Federal  Payment 
State  Supplement 
Total  Standard 

236.00 
10436 
34036 

236.00 

8738 

32338 

236.00 
267.44 
503.74 

Rest  Home 

Federal  Payment 
State  Supplement 
Total  Standard 

354.00 
171.58 
52538 

354.00 
17138 
52538 

354.00 
149.74 
503.74 

MEMBER  OF 

A  COUPLE 

Aged 

Disabled 

Blind 

Full  Cost 

Federal  Payment 

266.00 

266.00 

266.00 

of  Living 

State  Supplement 

100.86 

90.03 

356.03 

Total  Standard 

366.86 

356.03 

503.74 

Shared 

Federal  Payment 

266.00 

266.00 

266.00 

Living 

State  Supplement 

100.86 

90.03 

356.03 

Expenses 

Total  Standard 

366.86 

356.03 

503.74 

Household 

Federal  Payment 

177.00 

177.00 

177.00 

of  Another* 

State  Supplement 

107.90 

97.09 

326.74 

Total  Standard 

284.90 

274.09 

503.74 

Rest  Home 

Federal  Payment 

266.00 

266.00 

266.00 

State  Supplement 

25238 

25238 

237.74 

Total  Standard 

51838 

51838 

503.74 

•      One-third 

of    the    federal 

payment    standard 

is    deducted    as    in-kind 

income  for  people  in  this  category 

The  table 

shows  the 

payment  after 

this  computation. 
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DECEMBER  1987  AFDC  AND  GR  CASELOADS  BY  LOCAL  OFFICE 


AFDC 

GR 

Region 

Local  Office 

Caseload 

Caseload 

Boston 

East  Boston 

1415 

430 

Church  Street 

1596 

629 

Roxbury  Crossing 

2938 

678 

Bowdoin  Park 

3167 

768 

South  Boston 

799 

230 

Roslindale 

3628 

766 

Central  Boston 

932 

Halfway  House  Unit 

Grove  Hall 

3192 

727 

Springfield 

Adams 

721 

267 

Athol 

439 

93 

Chicopee 

1128 

279 

Great  Barrington 

124 

28 

Greenfield 

765 

271 

Holyoke 

2891 

697 

Northampton 

726 

304 

Palmer 

304 

65 

Pittsfield 

1094 

284 

Springfield 

7659 

2504 

Westfield 

1209 

324 

Worcester 

Fitchburg 

1868 

370 

Milford 

868 

140 

Southbridge 

1580 

310 

Gardner 

629 

164 

Worcester 

5048 

1155 

Lawrence 

Beverly 

394 

67 

Chelsea 

2218 

732 

Gloucester 

432 

114 

Haverhill 

1168 

250 

Lawrence 

4244 

964 

Lowell 

3531 

1226 

Lynn 

3028 

970 

Maiden 

1620 

512 

Newburyport 

153 

45 

Salem 

1060 

271 

Wakefield 

351 

309 
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AFDC 

Region 

Local  Office 

Caseload 

Greater  Boston 

Cambridge 

1109 

Acton 

163 

Framingham 

677 

Marlborough 

369 

Brookline/Newton 

822 

Norwood 

577 

Quincy 

1216 

Somerville 

1061 

Waltham 

605 

Weymouth 

700 

Woburn 

458 

New  Bedford 

Attleboro 

904 

Barnstable 

667 

Brockton 

3781 

Fall  River 

2990 

■ 

Falmouth 

575 

Nantucket 

17 

New  Bedford 

3938 

Oak  Bluffs 

58 

Orleans 

346 

Plymouth 

967 

Taunton 

1244 

Wareham 

379 

GR 

Caseload 

333 
70 
220 
110 
322 
211 
368 
410 
168 
206 
121 


386 

181 

870 

673 

134 

8 

1089 

15 

85 

167 

245 

55 


487 


to 

HI 

o 

E 
u. 

O 

i 

LU 
UJ 


m 

0. 

U. 

o 


UJ 

HI 
Q 


7651* 


Q95 


488 


ACME 

BOOKBINDING  CO.,  INC. 

SEP  28    1993 

100  CAMBRIDGE  STREET 
CHARLESTOWN,  MASS 


